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(Air Force Supply—Munitions Board) 


TUESDAY, JUNE 24, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES ' 
IN THE Executive DEPARTMENTS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 7:30 p. m. in 
room 1310, New House Office Building, Hon. Herbert C. Bonner 
(chairman of the subcommittee) presiding. 

Present: Representatives Bonner, Lantaff, Brownson, Curtis, and 
Church. 

Also present: Thomas A. Kennedy, general counsel, Committee on 
Expenditures in the Executive Departments; and Ray Ward, staff 
member. 

Mr. Bonner. Mr. Secretary, as chairman of the Subcommittee on 
Intergovernmental Relations of the Committee on Expenditures in the 
Executive Departments, I am pleased to welcome you this evening to 
discuss matters of vital importance to our military and economic de- 
fense ; namely, House Report 1994 and H. R. 6887. 

Before you proceed with your prepared statement, I want to state 
that our subcommittee has now spent a considerable amount of time 
investigating supply management in the military Departments. We 
are of the unanimous opinion that a great amount of duplication and 
overlapping exists within and among the Departments. The Congress 
placed a great burden on the Secretary of Defense in passing the Unifi- 
cation Act. The act left it up to the Secretary of Defense to eliminate 
unnecessary duplication and overlapping in supply matters, but it also 
indicated that the services were not to be merged and that they were 
to be separately administered. 

It was for this reason, Mr. Secretary, that you were asked last 
July: 

Do you consider present legislation under which the Secretary of Defense is 
working adequate for its mission, especially for the development of a modern 
effectively managed supply system? 

You replied in the affirmative. 

This reply left the subcommittee no alternative but to expect that 
the responsibility freely assumed would be fully discharged. Our in- 
vestigations lead us to the definite conclusion that the Department of 
Defense supply system is not effectively managed. We have found it 
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necessary, as a subcommittee vested with authority to determine econ- 
omy and efficiency in expenditures, to make a rather critical report. 

However, in fairness to you, it should be stated that we appreciate 
the action you have taken in many areas, such as, first, initiation of 
the supply-system studies, including the medical test at Alameda; 
second, putting the ASPR Conference in the Munitions Board; third, 
suspension of further supply transfers from Army to Air Force in 
EUCOM as per your directive of March 9, 1952. 


STATEMENT OF HON. ROBERT A. LOVETT, SECRETARY OF DEFENSE; 
ACCOMPANIED BY HON. CHARLES A. COOLIDGE, ASSISTANT 
SECRETARY OF DEFENSE; AND ROGER KENT, GENERAL COUNSEL, 
DEPARTMENT OF DEFENSE 


Secretary Loverr. Thank you, Mr. Chairman. 

May I state at the outset that I have studied the report of the com- 
mittee rather carefully, and spent some time in trying to prepare a 
rather responsive memorandum covering the points which appear to 
be those of cardinal interest to this subcommittee. I believe that the 
report covers the principal areas with which the subcommittee was 
concerned in its report. But perhaps I have overlooked some of the 
aspects of it; and, if it meets the pleasure of the subcommittee, I sug- 
gest, Mr. Ch: iirman, that you would let me present this document by 
reading, and then question me immediately following, and I shall be 
available for questions, 

Mr. Bonner. That will be agreeable. 

Secretary Loverr. I understand that you would like me to discuss 
supply management in the Department of Defense, with particular 
reference to the committee’s comprehensive sixteenth intermediate 
report. 

I should like to state at the outset that I think the report has done 
an excellent job in identifying the problems and diagnosing the ills. 
The National Security Act is a compromise, and the separate adminis- 
tration of the military departments does create problems. I am, 
however, doubtful as to some of the remedies suggested. In some cases 

it seems to me the cure suggested may well be worse than the disease. 

Let me be more specific. As this subcommittee well knows, the Na- 
tional Security Act established a federation. ‘The structure was a com- 
promise between proponents of the status quo and complete merger, 
and of every shade of opinion between those two extremes. ‘The 
structure which resulted reflects an amalgam of many opinions and 
considerations. First, let us bear in mind that the Department of 
Defense in terms of size alone has no counterpart anywhere in our 
Government or in our economy. Here is an organization of 314 million 
men, plus additional civilian personnel, with a budget of some $50,- 
000,000,000, more or less. There are others who feel that an attempt 
to merge it completely could not help but be inefficient because of the 
very size of the organization. 

Turning partic ular ly to the problem in which your subcommittee is 
interested, supply management, in my belief there are numerous prac- 
tical limitations to concentration of power and authority, contiouldct 
if such a merging of power is to be followed by an attempt at merger 
of operations. Without arguing how far supply is truly a “function of 
command,” we must admit that supply is part of military operations. 
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This is clearly so as to technical items. It is only the military who can 
determine the type of weapons to be produced. And it is these weapons 
plus enormous quantities of ammunition which give our units a 6-to-1 
fire superiority over the Russians. They must not only be in the 
theater of operations and the pipeline, but coming off the production 
lines as well. 

The great bulk of purchases in dollar volume covers technical items, 
to be used by one service for a particular purpose. The services now 
procure suc +h items. 

The resulting decentralization of control produces in general a high 
degree of integration of the user and designer, purchaser and producer. 
The man who flies the plane is close to the man who designs it or who 
will change the design as operational needs dictate, who in turn is 
close to the purchasing officer who maintains a direct relationship 
with the producer. Every effort is made to keep as direct as possible 

line of communication between the user of the equipment and the 
man who turns it off of a production line. In this area of technical 
items, I feel it would be impossible to expect a few men to supply the 
vast technical know-how required to produce the variety of things 
required to support the modern fighting machine. We must look to 
the military specialists. 

There are, of course, other areas of comparatively nontechnical items 
where these considerations do not apply to the same extent. So-called 
common-use items are the most obvious example. But even here sup- 
ply remains, broadly speaking, a part of the military operations. 

In both these fields I believe, as I have previously testified, that the 
Secretary of Defense already has power under the National Security 
Act to make adequate organizational changes to obtain efficiency. 
There are, however, those who tend to challer nge, from time to time, 
the powers of the Secretary of Defense on the basis of the language 
“separately administered.” I would like to explore these arguments 
for a moment. 

The arguments seek to limit the “direction, authority, and control” 
of the Secretary of Defense to policy guidance, and conversely to re- 
gard practically all other matters as falling within the separate 
administration of the Departments. Therefore, under this argument, 
organizational changes within the military departments fall outside 
the power of the Secretary of Defense. I do not think the argument is 
sound. As to organization, I believe the act gives the Secretary of 
Defense broad powers. It is true that by section 202 (c) (1) he cannot 
reassign, consolidate, and so forth, combat functions. He cannot 
merge the Marine Corps into the Army. But subsection (5) of that 

same section, by forbidding reassignments of other functions until 
after a re port is made to the two Armed Services ( ‘ommittees, seems 
to me by clear implication to give the Secretary of Defense the power 
to reassign or consolidate noncombatant functions of the nilitary 
Departments. 

go. while the legal power of the Secretary of Defense may not be as 
free from argument as is desirable, I think adequate power exists. I 
have, however, reservations as to whether legal power ts all-important. 

Any Secretary of Defense faces a dilemma in terms of the way in 
which he uses his legal power. Let me outline to you the considera- 
tions which have governed my actions to date in the use of my legal 
power. 








4 FEDERAL SUPPLY MANAGEMENT 


It is my view that the best method of operation under the principles 
of the National Security Act is to think of the three military Depart- 
ments and the Office of the Secretary of Defense as a team. The See- 
retary of Defense is the captain of ‘the team. As such, I think he is 
wise to regard himself as a leader, rather than a military commander 
who makes his own decisions and then requires prompt and unques- 
tioning obedience to his every order. That being so, it has seemed 
to me better to go as fast, and only as fast, as I can go without causing 
wide splits of opinion among the three separately administered mili- 

tary Departments, and to use my legal authority only when it is clear 
to me that one or more of the military Departments are permitting 
historical or other considerations to interfere with the effectiveness 
of the team. This course of action takes more time than issuing orders 
(which, incidentally, can be to some extent frustrated by the technique 
of foot-dragging), but I am convinced that in the long run the 
Department of Defense will be a much more virile and effective or- 
ganization than if I were continually cramming things down the 
throats of the military Departments. 

An incidental but to me important consideration in this connec- 
tion is my belief that it would be impossible to obtain men of the 
necessary quality as heads of the military Departments if they are 
to be ordered around rather than treated as members of a team. And 
in my judgment it is of the utmost importance that the three military 
Departments be headed by men of the highest quality. I believe the 
Secretary of Defense must and should rely heavily on the ability and 
judgment of these three men, not only because of the statutory set-up 
but because of the size and complexity of the operations of the De- 
partment of Defense. 

It has been my effort to imprové our supply management, within 
the framework of existing legislation and consistent with the general 
principles outlined above, and I will now address myself to specific 
sections of your report. 


SECTION I. LIMITATIONS OF MILITARY UNIFICATION LAW 


You have pointed out that the supply system in the Department of 
Defense consists of three separate systems which have not been suc- 
cessfully integrated under the Munitions Board. You do not recom- 
mend establishment of a “fourth service or department of supply.” 
In that I wholly concur. Not only does it coincide with General 
Eisenhower's judgment but it is supported by civilian experts, includ- 
ing the Eberstadt committee. That committee advocated strong cen- 
tral control by the Secretary of Defense in the policy field, but opposed 
as unworkable further extension of his operational and administra- 
tive responsibilities. The following quotation is from page 64 of the 
report: 

Great care must be taken, however, not to break down the office of the Secre- 
tary of Defense by piling detailed operating responsibilities upon it. * * * 

Exercise of the Secretary’s authority should, however, be consistent with the 
separate administration of the Departments. <A substantial degree of depart- 
mental autonomy is essential. They are too large and too diverse ior any other 
treatment. 


Incidentally, I should like to add that I believe it would be extremely 
difficult to “merge” the fighting arms. Complete merger would seem 
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to me to be the inevitable result, and unless and until Congress reverses 
its position it is no part of my duty to further complete merger. 

While not advocating a fourth service, your committee believes that 
large economies can be obtained by elimination of overlapping and 
duplication in the broad field of supply management. You particu- 
larly advocate cross-servicing by single-agency purchasing, distribu- 
tion, and issue. You point out that the successful operation of the 
program requires uniformity to be achieved by cataloging of supply 
items, standardization of items, and through uniform procedures and 
practices in paper work. 

As your committee appreciates, the field of supply management is 
a complicated one. I have been guided by what I believe to be the 
clear intent of the provision of the National Seeurity Act. That act 
places on the Munitions Board the duty of planning for “the greatest 
practicable allocation of purchase authority * * * on the basis of 
single procurement.” I believe the qualification expressed by the word 
“practicable” means that single procurement should be applied only 
where it saves money or time or both, and does not hamper military 
efficiency. 

In your report at page 17 you quoted paragraph 4a of my directive 
of July 17, 1951, as follows: 

Each of the military Departments shall operate and maintain a supply system 
and shall be responsible for the supply support of its own forces, except when 
such support is otherwise provided by specific agreements or assignments at 
force, theater, military Department, or Department of Defense level. 

But that is qualified by the rest of paragraph 4, which reads 
follows: 

b. The supply systems developed shall be such that the combat efficiency of 
the armed services as a whole is the most effective which can be obtained within 
the limits of available personnel, funds, matériel, and legislative authority, and 
the procedures and methods of operation for the system of supply practicable for 
war will govern techniques used in time of peace. 

ec. Uniform policies, standards, and procedures shall be developed to the extent 
necessary and feasible to effectively coordinate military supply operations in 
order to maintain or increase effective support of military operations and pre 
vent unnecessary duplication of overlapping among the services, and to insure 
the maximum conservation and utilization of matériel and manpower resources, 

d. Cross, joint, or common servicing as defined in the Joint Chiefs of Staff 
Dictionary of United States Military Terms for Joint Usage shall be affected 
whenever such action will result in maintaining or increasing the effectiveness 
of support of military operations and will also eliminate unnecessary overlap- 
ping and duplication among the services. 

e. Single procurement in the form of single department, joint (agency) or 
plant cognizance shall be effected whenever such action will effectively support 
military operations and will result in the elimination of unnecessary overlapping 
and duplication of manpower, facilities, and operations in the procurement 
field. 

I believe that directive faithfully carries out the principle of the Na- 
tional Security Act. 

When I testified before your subcommittee almost a year REO, I 
pointed out that each of the services had to have a supply system for i 
own peculiar and technical items; and quite obviously, in places ote re 
only one service is operating, such supply system has to be complete 
down through all common-use items. In areas where one service has 
the predominant interest we have, as noted by your subcommittee, in it 
number of cases assigned full responsibility for common-use items to 
that service. 
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In the matter of purchasing, we have been making progress in sin- 
gle or joint procurement or plant cognizance. Over 75 percent of 
the dollar amount of physical property which the Department of 
Defense has bought during the current fiscal year was contracted for 
under one of these forms of purchasing. The 75 percent does not in- 
clude so-called “collaborative procurement,” because I agree with the 
subcommittee that such a system is weak, and is not in fact single pro- 
curement. It is true that the 75 percent includes large sums for items 
which would be purchased by a single service under any system of pro- 
curement—equipment which belongs peculiarly or mainly to one 
service, such as fighting ships for the Navy or heavy artillery for the 
Army. I should point out that we are finding evidence that maybe 
certain items should be withdrawn from this 75 percent. Maybe in 
certain instances we are less efficient than if we went to separate pur- 
chasing. Mr. Small will be able to give you specific information on 
this point. Even so, the field which is now open to exploration and 
maybe criticism covers a minority of our total dollar purchases. 

Addressing myself to the question of single-agency purchasing of 
this 25 percent, more or less, I wish to dissent from a principle which I 
believe underlies a good deal of unsound thinking, namely, that con- 
solidation per se produces economies. It has not always proved true 
in industry. I believe that in an operation of the size of the Depart- 
ment of Defense there should be centralized, unified policy direction, 
but that operations should be decentralized. Even in strictly military 
operations that has proved sound. General Eisenhower never told an 
artillery commander what size guns to fire. The higher the com- 
mander the more general were his orders. 

Another somewhat allied principle which I believe is equally fal- 
lacious is that the bigger the order the lower the price. Frequently 
that is not true. For instance, when the order is so big that it cannot 
be filled within the required time by the existing capacity of an in- 
dustry, the price will be substantially higher than if the order were 
of a size which could be handled by existing capacity. Expensive 
overtime or new facilities are required, and no competition between 
sellers has been created. Even where the industry can handle the 
total amount required, a number of small orders may bring a lower 
price than a single large order. For example, by trading energetically 
with a manufacturer who has excess capacity, we may obtain a price 
which will be lower than if we approached a larger manufacturer 
with a larger order. We may then be able to use that low price effec- 
tively in trading for subsequent orders, so that the over-all result 
is a lower price than if we had put in one large order. In a buyer’s 
market the buyers should create competition among sellers; that 
will produce a lower price than the lack of such competition resulting 
from a single large order. All that is necessary is to insure that pur- 
chases are intelligently coordinated. True, a single service could 
create this competition between sellers; so, it is no argument against 
a single-service purchase. My point is merely that a large order does 
not necessarily mean a low price. 

I mention these considerations not. as obstacles to efficient action 
but as necessary considerations in the decision of what action is 
efficient, and as demonstrating why single purchasing for all pro- 
curement is not a panacea. 
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We have made progress in centralizing authority in the procure- 
ment field in both policy and operations. I think you are familiar 
with the fact that the Armed Services Procurement Regulation Con- 
ference, which was a purely informal board created by the three 
services, has been ies under the wing of the Munitions Board with 
a formal charter. I am told that in the past few months it has been 
functioning well—in fact, very well. Recently we have organized a 
joint agency for the purchase of clothing, textiles, and shoes called 
the Armed Services Fextile and Apparel Procurement Agency. If 
the subcommittee desires, I shall be glad to leave with it a copy of the 
recent directive which creates this agency. 

(The document referred to is as follows:) 


DEPARTMENT OF DEFENSE DIRECTIVE 
No. 5154.4, June 18, 1952 


Subject: Armed Services Textile and Apparel Procurement Agency. 
Enclosures: (1) Charter of the Armed Services Textile and Apparel Procure- 
ment Agency. 
(2) Schedule of actions required for activation of the Armed 
Services Textile and Apparel Procurement Agency. 


I. PURPOSE 


This directive establishes the Armed Services Textile and Apparel Procure- 
ment Agency and approves the attached charter setting forth the details con- 
cerning its organization and responsibilities, and the schedule of actions required 
for its activation. 

II. IMPLEMENTATION 


The Secretaries of the Army, Navy, and Air Force are requested to take 
all action necessary to implement this directive, including the attached charter 
and schedule of actions. Upon appointment of the members of the directorate, 
the Secretaries of the respective Departments shall vest the Armed Services 
Textile and Apparel Procurement Agency with appropriate delegations of 
authority to enable the Agency to operate as a procuring activity. 

WiLiiAM C. Foster, 
Acting Secretary of Defense. 


ENCLOSURE 1 
*CHARTER OF THE ARMED SERVICES TEXTILE AND APPAREL PROCUREMENT AGENCY 
‘ I. AUTHORITY AND PURPOSE 


Pursuant to the authority vested in the Secretary of Defense, the Secretaries 
of the three military departments and the Chairman of the Munitions Board by 
the National Security Act of 1947, as amended; by the Armed Services Procure- 
ment Act of 1947, as amended, and regulations issued pursuant thereto; and in 
accordance with the Munitions Board action of May 8, 1952, there is hereby 
established an Armed Services Textile and Apparel Procurement Agency (herein- 
after called the “Agency”) within the Department of Defense. The Agency shall 
be a joint agency of the three military departments subject to the policy direction 
and control of the Munitions Board and under the management control of the De- 
partment of the Army. The purpose of the Agency shall be to achieve the 
optimum effectiveness and economy in all aspects of the procurement of clothing, 
footwear, textiles and related items for the armed services. 


II. ORGANIZATION 


The Agency shall consist of a Directorate headed by a Chairman, and an 
Agency Staff headed by a Chief. 

A. The Directorate will consist of the Quartermaster General of the Army; 
the Chief, Bureau of Supplies and Accounts of the Navy; the Commanding 
General, Air Matériel Command, of the Air Force; and the Quartermaster 
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General of the Marine Corps; or their respectively designated representatives, 
who shall be delegated full authority to act for their principals. 

The Chairman of the Directorate shall be the member of the Directorate 
selected by the Directorate. The chairmanship shall rotate annually. 

B. The Chief of the Agency Staff and the Deputy Chief of the Agency Staff 
shall be selected by the Directorate on a rotating basis, and the normal terms of 
office should be not less than 2 years. The Agency Staff will serve under the 
direction and control of the Chief of the Agency Staff. Military spaces will be 
filled on an equitable basis by personnel of the three departments, including the 
Marine Corps. 

III, FUNCTIONS 


Under policies established by the Munitions Board, the Agency shall procure 
textile fabrics, apparel (including footwear and uniforms), textile household 
goods, and textile personal and organiaztion equipment (hereinafter referred to 
as clothing, footwear, textiles, and related items) for the military services, as 
assigned by the Munitions Board. The functions of the Agency will include 
responsibility for the operational phases of procurement planning (phasing 
the submission of requirements, consolidating requirements, analyzing the mar- 
ket, and determining patterns for the phased placement of orders in such a 
manner as to assure meeting the needs of the services at the lowest possible 
price to the Government, and at the same time avoiding unnecessary peaks and 
valleys of production and hence undue harmful impact upon industry) ; pur- 
chasing; contract administration, including arrangements for follow-up and 
expediting, arrangement for inspection, arrangement for transportation; de- 
velopment of joint military or Federal specifications when possible; and initia- 
tion and promotion of the maximum degree of standardization. 


IV. RESPONSIBILITIES 


A. Directorate 

The responsibilities of the Directorate are: 

1. To exercise general supervision over the activities of the Agency. 

2. To recommend to the Secretary of the Army, as managment agent, the 
numbers of military and civilian personnel necessary to carry out the functions 
and responsibilities of the Agency. 

3. To furnish the most qualified military and civilian staff to perform the 
specific tasks assigned to the Agency. 

4. To make available to the Agency part-time services of such departmental 
personnel as well as facilities as are required to accomplish the mission of the 
Agency. (This, in addition to responsibility in par. 3 above.) 

5. To secure active cooperation of departmental supply personnel in develop- 
ing properly scheduled requirements and procurement. 

6. To secure interdepartmental coordination to solve supply, funding, produc- 
tion and procurement problems, including relative priority of deliveries for items 
in short supply. 

7. To review and approve joint procedures developed by the Agency staff for 
the procurement of clothing, footwear, textiles, and related items, consistent 
with and supplementary to the Armed Services Procurement Regulation. 

8. To achieve the most effective procurement of clothing, footwear, and textiles 
by promoting studies and the development of improved departmental procedures 
related to the functions and responsibilities of the Agency. 

9. To prepare, for the Munitions Board, information regarding the develop- 
ment of current and mobilization programs for procurement. 

10. To arrange for the transfer to other services of stocks excess to the needs 
of one service, rather than to institute new procurements. 

11. To arrange for the decentralization of the Agency’s procurement opera- 
tions where increased effectiveness will result. 

12. Within the policies of the Munitions Board, to formulate industrial mobili- 
zation plans for the procurement of textile and clothing items. 

13. To perform such other duties as are required by the Chairman of the 
Munitions Board and the departmental Secretaries as they exercise their respec- 
tive statutory and delegated functions. 


B. Chief of the agency staff 

The responsibilities of the Chief of the Agency Staff are: 

1. To develop and place into effect procurement procedures approved by the 
Directorate and related joint directives by prescribing for the Agency (and for 
any field installations thereof) detailed procurement operating instructions. 
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2. To develop a phased purchasing program for clothing, footwear, textiles, 
and related items in consonance with requirements schedules furnished by the 
Directorate. 

3. To purchase, on a fully coordinated basis, clothing, footwear, textiles, and 
related items for the Department of Defense, including purchases for other 
agencies or programs which are or may be assigned to the Department of 
Defense for procurement. 

4. To provide (in addition to phased procurements) for coordination of the 
emergency needs for clothing, footwear, textiles, and related items of the re- 
quiring activities to insure the most expeditious and economical fulfillment of 
such requirements. 

5. To provide for the administration of all contracts placed by the Agency, 
utilizing where feasible, the facilities available in the departments. 

6. To secure coordination of inspection of all items purchased by the Agency. 

7. Within established traffic management policies of the DOD, and through 
a central traffic liaison office consisting of representatives of the military serv- 
ices, to arrange for coordinated and economical delivery of all textile and 
clothing items purchased by the Agency from point of manufacture to the first 
destination in the supply system of a military service. 

8. Within the over-all policy administration of the Munitions Board Standards 
and Cataloging Agencies, to coordinate the operational aspects of the Depart- 
ment of Defense matériel standards and cataloging programs, utilizing technical 
liaison groups consisting of departmental representatives in the standardization 
and specifications, packing and packaging, and cataloging programs; to advise 
the militaty services as to the procurement implications of such programs; to 
furnish the Munitions Board Standards and Cataloging Agencies with informa- 
tion necessary to achieve the objectives of the standardization and cataloging 
programs; and to secure effective joint action. 

9. To act as the ASPPO in the Munitions Board production allocation program 
and perform all functions thereunder for the items under the procurement 
cognizance of the Agency. 

10. To develop with the Assistant Secretary of Defense, Comptroller, appro- 
priate funding arrangements for expediting procurement. 

11. To arrange for the expeditious payment of vouchers. 

12. To implement Department of Defense policies and programs concerning the 
issuance of certificates of necessity, defense order priorities and allocation 
ratings, financing, furnishing of Government property and other measures neces- 
sary for the orderly procurement of textile and clothing items. 

13. To arrange for participation by small business in the procurement program. 

14. To prepare progress reports as required. 

15. To perform such other duties as are required by the Directorate. 


C. Deputy chief of the agency staff 
Serves as the principal assistant to the Chief of the Agency Staff and in the 
absence of the Chief, performs the duties and exercises the powers of the Chief. 


D. Agency staff 
The Agency Staff shall serve under the direction and control of the Chief of the 
Agency Staff and shall perform the necessary duties and operations to carry out 
the Agency’s functions. 
Vv. ADMINISTRATION 


(a) The terms “management control” and “management agent,” as used in this 
directive, are svynonomous and are defined to include responsibility for the deter- 
mination and provision of adequate administrative support, including budgeting, 
funding, fiscal control, manpower control and utilization, personnel administra- 
tion, space, facilities, supplies, other administrative services, and mobilization 
planning relating thereto. The Secretary of the Army, as management agent, may 
redelegate his authorities in connection with these responsibilities within the 
command structure of the Army. 

(b) All procurement by the Agency shall be effected in conformity with the 
Armed Services Procurement Regulation. The Agency is a joint agency of the 
Army, Navy, and Air Force for the procurement of clothing, footwear, textiles, 
and related items. For the purposes of the regulation and procedures developed 
thereunder, the Agency shall be considered a procuring activity of the Depart- 
ment of the Army. 

(c) The Secretary of the Army may obtain concurrences, when he deems it 
necessary or appropriate, from the Secretaries of the other departments on those 
actions requiring secretarial approval. 
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(d) The Chief of the Agency Staff, under the supervision of the Directorate, 
shall be responsible for the Agency’s internal administration, including the prepa- 
ration of its budget, staff, space and internal facility requirements. He shall also 
supervise personnel, records, and facilities for matters delegated to his cognizance 
by the Directorate and this charter. 

(e) The Assistant Secretary of Defense (Comptroller) shall arrange with the 
three military departments for the financing of the Agency. 

(f) The Chief of the Agency Staff shall sign and execute for and in the name 
of the Agency, correspondence, reports, decisions, contracts, orders, and all other 
necessary papers and shall conduct the business of the Agency as “head of a 
procuring activity” as referred to in ASPR 1—201.4, and shall be responsible for 
such other duties as may be assigned to the Agency. The authority of the Chief 
may be delegated to other personnel of the Agency, as appropriate. 

(7) The Directorate shall be responsible for interservice planning and coordi- 
nation of effort in the field of procurement of clothing, footwear, textiles, and 
related items. 

(hk) The Chairman of the Directorate shall sign correspondence, decisions, and 
orders in the name of the Directorate. 

(i) Decisions of the Chairman of the Directorate made with respect to the 
functions assigned to the Agency will be final, unless appealed through the re- 
spective command channels of the departments for resolution by the Munitions 
Board. 


———— 


ENCLOSURE 2 7 
SCHEDULE OF ACTIONS FOR ACTIVATION OF THE ARMED SERVICES TEXTILE AND 
APPAREL PROCUREMENT AGENCY 


The Department assigned management control, assisted by the other depart- 
ments, will be responsible for securing adherence to the following timetable, 
and will submit implementing documents to the Munitions Board for approval. 


Action Date 
1. Appointment of Directorate and Chairman____.--.-----------. July 1, 1952 
2. Presentation of plan for organization, staffing, space, internal fa- 
cility requirements, and funding fot procurement___-_------. Aug. 1, 1952 
3. Development of interim procedures for the operation of the 
Agency — a a el a ee 
4. Activation of Agency___ oe as —— SS 


5. Development of joint procedures for the operation of the Agency. Feb. 2, 1953 

Secretary Loverr. We have also been giving a great deal of thought 
to the reorganization of the Munitions Board. Your subcommittee is 
of the opinion that the Munitions Board is not functioning satisfac- 
torily. I agree that there is room for improvement, for I believe that 
the present concept of the Board would prove inadequate under full 
mobilization. Your report recommends that the Chairman or a new 
Assistant Secretary should assume all the functions of the Board. 
That may be sound, and I could, of course, under the present statute 
give the Chairman the sole power of decision on matters within the 
Board’s jurisdiction. But I am not sure that is an adequate remedy. 
My doubts go deeper; they go to whether the Board has the proper 
functions and composition; that is whether the present statutory set- 
up is right. This doubt has made it all the harder to decide precisely 
what should be done under the present set-up. 

In this whole problem I have had in mind that hastily conceived 
action might well produce confusion and delay, and might sae 
the whole supply and logistic structure now in effect throughout the 
three military departments. In my judgment this country should not 
risk such confusion, delay and disruption during the present world 
crisis, which requires immediate military readiness to meet a possible 
change from cold war to full-scale conflict. Therefore, we are giving 
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thought to what we should do, and are moving cautiously—I gather 
too cautiously in your subcommittee’s view. 

We have, however, made progress in an allied field which, although 
not primarily a procurement field, has a substantial amount of pro- 
curement connected with it, namely the Research and Development 
Board. We have changed the charter of this Board so that the Chair- 
man now has the sole power to recommend to me budgetary matters 
and the consolidation or elimination of overlapping projects. I shall 
also be glad to leave a copy of the new charter of this Board with the 
subcommittee if you so desire. 

Mr. Bonner. What is the date of this? 

Secretary Loverr. We will supply that for the record, with the copy. 

Mr. Bonner. That date of this new charter? That is something 
that we have dwelled on at length. 

Secretary Loverr. May 5, 1952, for the Research and Development 
Board; June 18, 1952, for the Armed Services Textile and Apparel 
Procurement Agency. 

Mr. Curtis. Mr. Chairman, I wonder if the subcommittee could re- 
quest a copy of that. 

Mr. Bonner. We will have a copy at this point put in the record. 

(The document referred to is as follows :) 


DEPARTMENT OF DEFENSE DIRECTIVE 
No. 5128.7, May 5, 1952 


Subject: Charter of the Research and Development Board. 

In order more fully to define the authority, duties and status of the Research 
and Development Board in the Department of Defense, and to supplement the 
provisions of the National Security Act of 1947, as amended, it is hereby directed 
as follows: 


I. MEMBERSHIP 


The Chairman of the Board is appointed by the President with the advice 
and consent of the Senate. In appointing members of the Board the Secretary of 
each military department shall designate one Under or Assistant Secretary, 
With an alternate who shall be a civilian, and one general or flag officer, with 
an alternate who shall be a military officer. The Chairman of the Board, with 
the approval of the Secretary of Defense, may appoint a Deputy Chairman. 


li, AUTHORITY OF THE BOARD 


(a) The purpose and duties of the Board, as defined by the National Security 
Act of 1947, as amended, are as follows: 

“The purpose of the Board shall be to advise the Secretary of Defense as 
to the status of scientific research relative to the national security, and to 
assist him in assuring adequate provision for research and development on 
scientific problems relating to the national security. 

“Subject to the authority and direction of the Secretary of Defense, the 
Board shall perform the following duties and such other duties as the Secretary 
of Defense may prescribe: 

“(1) Preparation of a complete and integrated program research and 
development for military purposes: 

“(2) Advising with regard to trends in scientific research relating to 
national security and the measures necessary to assure continued and in- 
creasing progress ; 

“(3) Coordination of research and development among the military de- 
partments, and allocation among them of responsibilities for specific 
programs ; 

“(4) Formulation of policy for the Department of Defense in connection 
with research and development matters involving agencies outside the 
Department of Defense; and 
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(5) Consideration of the interaction of research and development and 
strategy, and advising the Joint Chiefs of Staff in connection therewith.” 

(b) In carrying out its duties, the Board is authorized to act as the agent 
of the Secretary of Defense, to issue directives on behalf of the Secretary of 
Defense, and to supervise the execution of such directives. 

(c) The Joint Chiefs of Staff shall provide the Research and Development 
Board with guidance on strategic concepts and advise the Board on the strategic 
value and the relative importance of existing or proposed weapons systems. 
The Board shall cooperate with the Munitions Board on problems involved in the 
relationship between research and development and the production of munitions. 

(d) In any matter on which the other members of the Board are not unani- 
mous, the Chairman of the Board shall have the power of decision. 

(e) The Board shall meet at the call of its Chairman or at such time as it 
may fix, and the presence of five of the seven members or their duly desig- 
nated alternates, including one representative from each military department, 
shall constitute a quorum. 


Ill, FUNCTIONS OF THE CHAIRMAN 


(a) The Chairman of the Board shall be the principal adviser and assistant 
to the Secretary of Defense on all research and development matters. 

(b) The Chairman of the Board shall make recommendations to the Secre- 
tary of Defense with respect to the operating and capital budgets (including 
any emergency funds) and the plans for the obligation of funds for research 
and development activities of all departments and agencies of the Department 
of Defense. In order to provide for desirable shifts in emphasis and the 
elimination of unnecessary expenditure, the Chairman of the Board shall recom- 
mend to the Secretary of Defense the initiation or elimination of projects or 
programs, or changes in expenditures on them. He shall inform the other 
Board members of his recommendations made pursuant to this subparagraph. 

(c) Subject to the approval of the Secretary of Defense, the Chairman of the 
Board shall provide for the internal organization and staffing of the Board; 
shall establish its rules of procedure; and shall supervise its staff. Any officer 
or employee of a Military Department assigned to the Board shall be acceptable 
to, and during his tour of duty with the Board responsible to, the Chairman 
of the Board rather than to his own Department with respect to performance of 
duty and ratings of efficiency. Committees and advisory groups operating under 
the auspices of the Board will be established by direction of the Chairman, and 
will function under his authority and control. 


IV. RIGHT TO APPEAL 


Any member of the Board who dissents from a decision of the Board, or from 
a recommendation by the Chairman of the Board, may initiate, for submission 
by the Secretary of the Department represented by the dissenting member, an 
appeal to the Secretary of Defense. In the event the Chairman of the Board is 
not in agreement with a unanimous decision of the other members of the Board, 
after prior notification to these other members, he may present his recommenda- 
tions to the Secretary of Defense. 


V. CANCELLATION 


The revised directive for the Research and Development Board, dated Febru- 

ary 1, 1951, is hereby canceled. 
WILLIAM ©. Foster, 
Acting Secretary of Defense. 

Secretary Loverr. We have also made progress in cross-servicing in 
the fields of transportation and distribution. Air and sea transport 
have been unified under the Air Force and Navy, respectively. The 
Military Traffic Service, established in August, 1950, has been operat- 
ing effectively in the field of inland commercial transportation services, 
land, air or water, in the continental United States. The Director 
of the Military Traffic Service reports directly to me and is charged 
with the authoritative coordination of these activities, the operation of 
which is performed by the military departments. Uniform practices 
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prescribed by MTS for all services in the field of transportation have 
increased efficiency and resulted in substantial savings. 

As your subcommittee noted in its world-wide investigation there is 
cross-servicing in the furnishing of supply items in the field. You 
saw what amounted to a unified logistic s command in Korea, the Army 
being supported by the Air Force in the Philippines, and other ex- 
amples. In this field I am sure there is room for further economy, but 
I want to point out to you that we have been in a period of great ex- 
pansion which has required the construction of additional depots and 
warehouses and the leasing of similar facilities by all three services. 
We have done our best to see that we did not duplie ate, in the sense of 
wasteful or unnecessary duplication—that is, build facilities for one 
service in an area where another service or services can handle the 
load as effectively and economically. 

But if, for example, the Air Force is to be the vastly predominate 
service in a particular area, and there is no excess Army or Navy 
supply capacity in that area, it makes sense to have the required fa- 
cilities constructed and managed by the Air Force. As I have pointed 
out before, the Air Force will have to have its own system in such 
area for its peculiar and technical items, and it is cert: ainly more eco- 
nomical to add common-use items to that supply system than to have 
the Army come in and construct and later manage facilities for the 
Air Force in common-use items. Bear in mind that under such cir- 
cumstances cross-servicing means extra administrative expense not 
offset by economies. 

In my view, the most effective instrument which has been devised 
for accomplishing cross-servicing at the retail and consumer level is 
the stock or revolving fund. At the present time, as you well know, 
appropriations are made to each service separately and each service 
must account for the money appropriated for its use. That has been 
an obvious obstacle to cross-servicing. We must introduce a medium 
of exchange which can be used across s the board by each of the Services, 
and that means money and not promises. If an Air Force supply 
officer who requests 1,000 blankets from the Navy is able to make 
prompt payment out of his own revolving fund, he will almost cer- 
tainly get his blankets promptly. W ithout 2 stock fund a request for 
cross-servicing will cut down available stock; with it, cross-servicing 
will build up the volume handled by the supply officer and the im- 
portance of his facility. I have pressed for greatly increased use of 
stock funds, for I am sure that they represent an efficient and eco- 
nomical way of doing business by individual services as well as in- 
creasing efficiency in cross-servicing. With a stock fund, it is possible 
for a Service to purchase food or other items in one fiscal year which 
are to be used in the succeeding fiscal year, which in certain items per- 
mits purchase at the most economical time. 

Your subcommittee will be interested, I am sure, in the progress we 
have made in “promotion of economy and efficiency through estab- 
lishment of uniform budgetary and fiscal procedures and organiza- 
tion” under title IV if the National Security Act. I wili give you a 
few examples of the steps which have been taken and the results ob- 
tained. 

The Navy is p spoceeding rapidly to put its commercial-type activi- 
ties under standard commercial form of organization. The Philadel- 
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Kaw Navy Yard, presenting perhaps the most difficult problem of any 
Navy facility in this field, was put under such form on April 1. Some 

29 other Navy establishments will follow as rapidly as possible. The 
advant: ages of using this form of organization are not only apparent 
in permitting us accurately to determine the cost of an operation or 
an article and to promote efficiency in operations, but such organization 
results in greatly increased cost-consciousness ot the “customers” of 
the facilities; i. e. the captains of ships being repaired and refitted 
and other officers and agencies using the facilities of the yard. 

Before the Military Sea Transportation Service was organized in 
the form of a corporation approximately 1 year ago, there were from 
time to time some 43 ships tied up on the west coast. MSTS, acting 
as a corporation, put into effect a demurrage charge of $6,000 a day 
against any “customer” causing idleness of a ship. As a result, dur- 
ing one 3-months-period this year there were no ships idle. MSTS 
issued a tentative schedule of rates on April 1 and expects to make 
such rate schedule firm on July 1. It will operate as far as its “cus- 
tomers” are concerned in the same way as a commercial steamship 
line—its “customers” receive bills. We have found that the render- 
ing of bills has a most salutary effect on the demands of the “custom- 
ers” of MSTS, in that they exercise much more rigid control over 
shipments. Savings have been estimated at $250,000 a day over costs 
of seaborne traffic prior to organization of MSTS. 

A minor but interesting example of economies in this field has been 
demonstrated in the printing plant in the basement of the Pentagon 
which has been organized as.a corporation. During the past year 
while volume was increasing nearly three times, the number of em- 
ployees has decreased and the cost per thousand pages of printed 
matter has been cut in half. Also, “customers” of this * demgory. plant 
have in a number of cases drastically decreased the number of printed 
items requested, which I am sure is due to the fact that the service is 
not “free.” 

I agree with your conclusions that cross-servicing, with single agency 
purchasing, distribution and issue, cannot be wholly successful until 
we have achieved uniformity in cataloging, standardization, and, to 
a lesser extent, uniformity in paper work. 

Through administrative procedure we have made real and substan- 
tial progress on the cataloging and standardization program. The 
revised Charters for the Munitions Board Standards and Cataloging 
Agencies, which vest the power of decision in the directors of those 
agencies, have helped in the progress of the work. This work will 
continue on a high-priority basis whether or not the pending legisla- 
tion becomes law. Admiral Fowler has reorganized the staff of the 
agencies and arranged for their housing under the same roof. 

The commodity classification system, which is an essential element 
to a complete catalog system, has progressed to the point where the 
clothing, subsistence and medical categories of matériel have been 
published. This means that for these categories of matériel complete 
Federal stock numbers can be assigned and that work can proceed 
on the incorporation into the Federal catalog of the data with respect 
to these items. The current schedule calls for the. progressive com- 
pletion of the classification work for all categories of matériel by 
the end of this calendar year 
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With respect to the Munitions Board Standards Agency, major 
emphasis is being placed for the next year on the simplification aspects 
of standardization. This is aimed at the eliminaton of unnecessary 
varations of items now in the supply systems. To this end, data 
already developed in the cataloging program will form one of the 
prime sources of information. 

I have considered your recommendations concerning the establish- 
ment by legislation of an Assistant Secretary of Defense to perform 
the functions of the Munitions Board or act as its Chairman, with 
power of decision, and your recommendations concerning recruitment 
and training of a “professional corps of supply personnel” in the 
Department of Defense. I am in full accord with what I believe to be 
your objective, that is, better and more centralized control of supply 
management and elimination of the weaknesses resulting from rota- 
tion of military personnel. I think it is true, as a theoretical matter, 
that the soundest form of organization is one in which the top man is 
given full power and also full flexibility as to how he is to exercise it. 
I, therefore, cannot object in theory to any legislation which follows 
that principle, though I would object to legislation which required the 
Secretary of Defense to exercise any of his powers through a particu- 
lar individual, or which required him actually to operate a supply or 
distribution system. The legislation your report outlines troubles me 
by prescribing how the Secretary shall exercise his power and by im- 
plving that he should actually operate warehouses, depots and the like. 

Furthermore, as to any legislation in this field we are not free to 
act on the basis of pure theory. There is a long background of contra- 
versy as to how far unification should extend. Faced with this prac- 
tical consideration, I am not prepared to say at the moment just what 
legislative changes seem to me wise. I am clear on the one hand, 
that, as I have said, the statutory basis of the Munitions Board ean 
be improved. On the other hand, I am equally clear that a slashing 
change in the procurement responsibilities of the Military Depart- 
ments would create a grave danger of disruption which would be 
most unwise. I feel confident, however, that any move which would 
result in bitter division of opinion within the Department and in Con- 
gress would be injurious to the Department of Defense. 


SECTION Il. AIR FORCE EXPANSION OF SEPARATE SUPPLY SYSTEM 
Your committee reached the conclusion that: 


The Air Force is planning or preparing to withdraw common-use items from 
Army supply channels throughout the world and to construct or lease additional 
depot facilities to handle these items. Expansion of the Air Force supply sys- 
tem to include common-use items heretofore supplied by the Army constitute one 
of the significant areas of unnecessary expenditures— 
and the further conclusion that— 


huge additional sums will be expended if Air Force plans for the creation of 
new facilities to store, issue, and maintain common-use items are authorized. 

I testified before your committee almost a year ago and told you 
that my primary concern was that any supply system should be mil- 
itarily slactive: and that we should, consistent with attainment of 
such primary objective, operate as efficiently and economically as pos- 
sible in the supply management field. I particularly pointed out 
that we would work to prevent and eliminate unnecessary duplication 
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and overlapping. ‘That basic policy of course applies to the Air 
Force /Army supply relationship. 

I may be misinterpreting your report, but it seems to me that you 
have taken the position that the Air Force is setting up a “new” supply 
system and that any increase in handling of common-use items in the 
Air Force supply system would constitute unnecessary and wasteful 
duplication. 

The Air Force and its predecessor, the Army Air Corps, has had a 
supply system for many years which has taken care of its technical] 
items and, in varying degrees, its common-use items. 

I certainly do not want to see the Air Force bring common-use items 
into its own supply system where there is a conveniently located Army 
facility with capacity in space and personnel to take care of Air Force 
requirements. But in the vast build-up of mobilization, requirements 
have in many areas exceeded the capacity of the Army to supply even 
its own service. In many of those cases, in the interests of not only 
efficiency but economy, it may be desirable for the Air Force to take 
common-use items into its own supply system, presently maintained 
for its own peculiar and technical items. 

As a part of the same program, the Air Force has moved into new 
areas, such as north Africa and Greenland, where there are no Army 
facilities and where the Army will presumably never have any sub- 
stantial interest. In these areas by necessity the Air Force must set 
up a complete supply system, including common-use items. 

I have requested the Secretaries of the Army and Air Force to give 
me copies of transfer agreements involving establishment of separate 
stock accounts and physical transfers of supplies, and I have also 
requested them to give me complete information on actual transfers 
of supply responsibility that have been made between the Department 
of the Army and the Department of the Air Force. 


SECTION III. FOLLOW-THROUGH ON AMERICAN MILITARY AND ECONOMIC AID 


In section III of your committee’s report, it is recommended that 
offshore procurement be completely centralized in the European 
theater and that the special United States representative in Europe, 
Mr. Draper, in his capacity as coordinator of mutual security affairs 
in Europe and as the representative of the Department of Defense, 
should take the initiative in promoting a central procurement agency 
in the field. 

Although there is merit in this suggestion, I do not believe that it 
would be practicable to accept your recommendation in its entirety. 
The Department of Defense has already gone a long way toward the 
coordination and centralization of procurement in Europe. A Joint 
Coordinating Board, composed of service representatives, under Army 
chairmanship has already been established in Europe to insure that 
competition among the three services with respect to sources of sup- 
plies and services is minimized and that a fair allocation of these 
resources is made to each of the three services. It also has the duties 
of eliminating competition and conflict in methods of contracting, 
pricing, policy, and terms of advance and progress payments, and of 
insuring that negotiations with foreign governments on offshore pro- 
curement are conducted along similar lines by the three services. I 
believe the establishment of this Board has gone a long way toward 
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eliminating the grounds for many of the criticisms which have been 
leveled against the offshore procurement program. ‘The Board has 
already started functioning and has been able to facilitate a step-up in 
offshore procurement. In this connection, I might point out that 
over $350,000,000 in such contracts have already been let. In addi- 
tion, a program to carry through an aircraft procurement program In 
Europe is being actively explored. 

There have been certain difficulties in getting this novel program 
under way. United States procurement mec chanics had to be ad: ipted 
to foreign business methods and practices. The record of obligations 
which | outlined above is even more creditable than it appears on the 
surface, since our offshore procurement was stalled for many months 
while we ironed out certain difficulties with the European govern- 
ments, such as the detailed negotiation of tax relief in the North 
Atlantic Treaty Organization countries and the securing of a better 
understanding by those governments of our contracting policies. 

The Department of Defense does not oppose a broader coordination 
effort in the offshore procurement program. For example, a repre- 
sentative of the special representative in Europe, Mr. Draper, will 
participate in the activities of the Joint Coordinating Board. We 
feel that the special representative in Europe has an important co- 
ordinating function in the field of program planning. A joint ad hoc 
committee, composed of representatives of the Director for Mutual 
Security, Mutual Security Agency, State, and Defense Departments 
has drafted instructions which will result in the simultaneous planning 
of all parts of the foreign-aid program in Europe, with the special 
representative in Europe being in the position of coordinator. It is 
expected that this coordination will result in the military planners 
making full use of the information and advice of the civilian staffs in 
Europe. On the other hand, such coordination will, in turn, mean 
that the Mutual Security Agency will be better able to plan the use 
of defense support and counterpart funds in supporting both the 
offshore procurement program and the production efforts of the 
countries themselves. . 

Your subcommittee also pointed out that American efforts must be 
most strenuously exerted to promote and encourage measures of self- 
help in order to ease the American taxpayers’ burden. We have made 
every effort to achieve the highest possible degree of military self- 
sufficiency on the part of our allies and to secure a maximum con- 
tribution on their part to the defense build-up. We have made 
progress. The defense expenditures of the European North Atlantic 
Treaty Organization countries have more than doubled. These coun- 
tries have increased their periods of compulsory militar y service and 
have added more than 500,000 men to their armed forces, making sub- 
stantial progress in training and organizing these forces and prov viding 
them with modern equipment. The European countries will prov ide 
for the entire cost of maintenance and operation of their armed forces, 
other than exceptional equipment such as jet aircraft, which are be- 
yond the capabilities of many of these countries. In fact, many be- 
lieve that the contributions and commitments of most of these coun- 
tries are nearing the limits of their present economic capabilities. 

This expanded effort is also sustained in other areas. For ex- 
ample, Greece has contributed approximately one-third of its national 
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budget to defense for several years and 30 to 40 percent of the Turkish 
national budget goes to defense. 

Your subcommittee believes that our military-assistance advisory 
groups are not sufficiently aggressive in promoting the unification of 
supply systems in the countries in which they are stationed. Neither 
our military-assistance advisory groups, nor any other United States 
agency, have power to institute changes in the methods and procedures 
of the recipient countries; they can only advise. After all, these 
countries are sovereign. Our aid may and does add weight to our 
advice on this complicated matter. We are consistently hammering 
away at the idea that support systems and supply procedures should 
be brought up to date, and have had considerable success in improv- 
ing receipts, storage and issue, accounting, and distribution proce- 
dures in the various countries. 

Your subcommittee is familiar with the screening process by which 
our military-aid programs are established. All deficiencies and all 
requests for assistance are screened at the local level by the military- 
assistance advisory groups and are then rescreened by the joint mili- 
tary-assistance advisory group, and are finally subjected to a screen- 
ing by the Joint Chiefs of Staff. By this process, unnecessary items 
are eliminated. Every effort is made to conform the programs to the 
economic and military capabilities of the countries concerned. Fur- 
thermore, all elements of the Mutual Security Program work closely, 
both with each other and with the North Atlantic Treaty Organiza- 
tion programing organizations. Every step in the planning cycle is 
carefully meshed with the North Atlantic Treaty Organization pro- 
gram. The recent streamlining of the program brought about by the 
appointment of the special representative in Europe as the European 
coordinator should assist in making the program function efficiently. 
He is, of course, kept throughly posted on actions taken under the 
program. 


SECTION IV. PROPERTY UTILIZATION AND SURPLUS DISPOSAL OVERSEAS 


’ 

Programs governing the utilization of excess personal property, 
including that located overseas, and the disposal of surplus personal 
property are based on the Federal Property and Administrative Serv- 
ices Act of 1949. As in the case of domestic excesses, this act also 
requires screening and redistribution of foreign excesses, but gives 
different treatment to foreign excess in that it delegates to each execu- 
tive agency the responsibility to accomplish the task of disposal. The 
Department of Defense has implemented its responsibility by its di- 
rective dated March 14, 1951, which establishes a system requiring 
maximum screening and redistribution of material excess to the needs 
of the holding or responsible overseas command in order to reduce 
procurement of new materials in fulfilling overseas military require- 
ments. Implementing regulations of the military departments, 
though varying in some particulars, all provide for a triple screening 
of excess pel rsonal property, first within the overseas activities of the 
owning technical bureau or service within the theater, second in the 
entire overseas area command, and third within the Surplus Materials 
Division, Bureau of Supplies and Accounts, which is the central 
screening agency for the Department of Defense. Only after excess 
property has received these three screenings is it made available for 
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disposal as surplus by the overseas area command. The needs of gov- 
ernmental agencies outside of the Department of Defense located in 
the overseas area command are considered in the second screening. 
The results of this program of screening are covered in annual reports 
of each of the three military departments. 

As recommended by the committee, the Department of Defense has 

required by directive the screening of excess property overseas against 
all requirements, including the requirements for military aid under 
the Mutual Security Program. Directives also require compliance 
with United States foreign policy and avoidance of transfer of excess 
and surplus property to areas behind the iron curtain. 

Your committee has recommended that consideration should be 
given to the possibility of retaining title to property furnished under 
the aid program in order to facilitate scrap recovery, redistribution 
of excess property, and surplus disposal. The possibility of retaining 
title was carefully considered at the outset of the Mutual Defense 
Assistance Program. It was decided that we could not justify reten- 
tion of title, since the recipient nation would be unwilling to commit 
large sums of money and large numbers of men to a rearmament pro- 
gram when the capital items of its armed forces, such as tanks, ar- 
tillery, and aircraft, might be recalled at any time. A sovereign 
nation would certainly not raise an army if it knew that its arms 
might be taken away tomorrow. Furthermore, it would hardly seem 
wise to upset the established pattern at this juncture. There ap- 
pears to be no necessity for such a change-over at this time, because 
the United States already has the right to recapture scrap and prop- 
erty which has become excess to the program. Furthermore, the 
recipient nations are already precluded from transferring the equip- 
ment to any other nation without the consent of the United States. 

Certainly we agree with the recommendations of the committee that 
there be logical planning for the screening and the redistribution of 
usable property. At the same time every effort must be made to 
dispose expeditiously of property no longer required to avoid con- 
tinued overhead, p: articularly the use of storage space. 

In connection with the problem of disposal of vast accumulations of 
property after a period of military build-up we now have statutory 
authority for the accumulation of industrial reserves. In connection 
with the reserves of military equipment, little can be added at this time 
to what has already been said in connection with the disposal of prop- 
erty after World War II. Numerous pressures operated in the direc- 
tion of returning goods to the hands of civilian consumers and industry 
and special provisions were made for the benefit of small business, 
the farmer, and the veteran. Additionally, the demand for the imme- 
diate return of military personnel to civilian life drastically reduced 
the numbers available for the care and handling of property. Funds 
were restricted and depot space was not available. 

Planning for the retention of military goods after a period of mili- 
tary build-up will have to take advantage not only of the industrial 
reserve statutory authority, but also of the cat: aloging program to 
facilitate the identification of usable material. Notwithst: anding the 
best of plans, however, a critical factor in the future again will be the 
availability of funds and personnel, as well as depot space to preserve 
the usable property, whether it be generated domestically or in over- 
seas commands, 
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I hope this statement will be helpful to your subcommittee and I 
will do my best to answer such questions as you may have. 

Mr. Bonner. That will be helpful, Mr. Secretary; there are some 
points made in your statement that will be questioned and some of 
the things you have done have been at the prodding of this subcom- 
mittee. 

Mr. Lantaff, do you have any questions ¢ 

Mr. Lanrarr. Mr. Secretary, in November of 1947 the then Secre- 
tary of Defense issued a memorandum which read: 

Pursuant to the provisions of the National Security Act, I hereby delegate to 
the Chairman of the Munitions Board the authority for making final decisions in 
the assignment of procurement responsibilities among the several departments of 
the National Military Establishment. ‘This includes the assignment of procure- 
ment of any item to any of the three departments or to a joint agency. It also 
includes the power of final decision in the event of disputes among the depart- 
ments from the determinations made by the Chairman. Such decisions will be 
binding on the three departments. 

It is signed, “Secretary Forrestal.” 

Why was it, Mr. Secretary, that that particular memorandum was 
subsequently rescinded ¢ 

Secretary Loverr. That particular memorandum, as I recall it—of 
course, it was long before my time, Mr. Lantaff—was under the doc- 
trine of the National Military Establishment; it was under the original 
form of the act prior to the amendment which took place in 1949, which 
readjusted the Munitions Board, as well as readjusted the powers of 
the Secretary of Defense. The procurement assignments are now 
covered by the document which is issued by the Munitions Board, the 
one prior to the final one, being dated September 6, 1951, the current 
one being dated June 24, 1952, brought up to date. It is a rather large 
pamphlet, as you can see, giving a list of the commodities under the 
Munitions Board procurement assignments in the coordinating de- 
partments. 

I think the basic reason is that the operations under the National 
Security Act, as amended, in 1949, are under quite a different concept 
and different powers from those originally vested in the Secretary 
of Defense in the National Security Act of 1947. 

Mr. Lanvrarr. That is probably largely a question of interpretation. 
I think a majority of the members of this subcommittee feel that the 
National Security Act can be interpreted as did Secretary Forrestal. 
From a personal standpoint do you agree with this concept of the 
Munitions Board as was laid down by the then Secretary of Defense 
in 19474 (See p. 57.) 

Secretary Loverr. I think in my statement I endeavored to point 
out that I believe that the Secretary of Defense has certain authorities 
which override those of the so-called three military departments 
separately administered. I believe the subcommittee has identified in 
that area one of the causes of continuous argument. 

On the other hand, I believe that the Munitions Board is not merely 
a static device. Its functions are unfortunately largely planning, 
supervision, and coordination. I think that under stress, as I pointed 
out, or attempted to, of full mobilization, it would require an increase 
in authority in an operational sense, that is, in a determinative sense, 
and it is for that reason that I have commented to the effect that I 
believe some adjustment and statutory reorganization should take 
place. 
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Mr. Lantarr. I was particularly interested in your statement on 
page 9 of your report in which you state: 

I agree that there is room for improvement, for I believe that the present 
concept of the Board would prove inadequate under full mobilization. 

I think that the opinion of this subcommittee is that the present con- 
cept, even under partial mobilization, is inadequate, and I am won- 
dering if the Secretary would care to comment to this subcommittee on 
what amendments to the National Security Act he believes would be 
advisable in order to strengthen the Munitions Board and to provide 
for its adequacy under a period of mobilization. 

Secretary Loverr. It is a matter of opinion, Mr. Lantaff. 

Mr. Lantarr. We value your opinion very highly, Mr. Secretary, 
and we would appreciate your comment. 

Secretary Lovert. But, without going into too much detail tonight, 
as I indicated, I believe that the restrictions placed upon the Muni- 
tions Board go too far. They provide too much planning, too much 
advice, too much supervision, and too much coordination; and except 
in the area of, I think it is, priorities and perhaps one other, they do 
not have the clear authority which I believe is needed. 

That is the result, in my opinion, of the general compromise on 
which this whole set-up is made. Like most compromises, it is not 
entirely adequate. 

I have been considering the matter now for something over a 
vear, as to what could be most appropriately done to facilitate the 
work of the Board, notably the scheduling. It is not an easy answer 
to find, because it involves also the rights and authorities granted 
to the Office of Defense Mobilization and the Director of Mobilization 
by the President’s Executive order under our present system of partial 
mobilization. I would say that we would have to have a general 
overhaul of the Munitions Board authorities with respect to the deter- 
mination of schedules, allocations, et cetera. 

Mr. Lantrarr. I think this subcommittee envisioned that there would 
be established within your Office the Office of the Under Secretary, 
who would not be subject to the criticism that you pointed out in your 
statement; that is, as a general rule he would not be an operating 
Under Secretary who would physically take over the various technical 
depots and warehouses. But at your level, procurement and distribu- 
tion policies would be determined. And I think what this subcom- 
mittee has in mind was in accord with the testimony which was given 
us by General Eisenhower when we were in Europe last fall. At that 
time General Eisenhower said [reading] : 

I believe that the Secretary might well have a civilian Assistant Secretary to 
look after the development and improvement of our military supply system. I 
am not in favor of having such an Assistant placed by law in direct control of 
the supply organizations in each of the military services, nor should his powers 
and detailed duties be prescribed by legislation. Rather they should be de 
tailed to him by the Secretary. He should function as an Assistant to the Sec- 
retary and not as an independent official, and any authority needed should be 
vested by legislation in the Secretary and not the assistant. The assistant 
might well function as Chairman of the Munitions Board, as a part of his duty, 
acting under the authority of the Secretary. 

I eather from your testimony that you are pretty much in accord 
with the statement given to this subcommittee by General Eisenhower 
is that true, Secretary Lovett ? 








22 FEDERAL SUPPLY MANAGEMENT 


Secretary Loverr. My preference lies along those lines of organiza- 
tion, Mr. Lantaff. 

Mr. Lanrarr. In other words, replacing the Chairman of the Mu- 
nitions Board with a civilian Secretary to you, with you having the 
power to delegate to that Assistant Secretary the same duties that 
were delegated to the Chairman of the Munitions Board by Secre- 
tary Forrestal in 1947? 

Secretary Loverr. The same, additional, or other duties, depend- 
ing on what the circumstances were. 

Mr. Lanrtarr. I think that is 100 percent correct. Now, do you 
think that legislation along that line would be advisable, and do you 
contemplate you will make such legislative recommendations to the 
Congress in the near future ? 

Secretary Loverr. I think it would be helpful, Mr. Lantaff, to have 
the situation clarified. I think it would be a prudent thing to do. 
The precise formula, as well as the precise timing, I think, would re- 
quire a great deal of congressional advice on this. There is a wide 
difference of opinion at the moment, as you know, on this, both within 
the services and apparently within the Congress. 

Mr. Lanrarr. I see. And I realize full well that in drafting the 
National Security Act there were many compromises, which, of course, 
make your situation much more difficult today. 

Secretary Loverr. A great many; yes. 

Mr. Lanrarr. And they complicate the work that this subcommittee 
is trying to carry on. 

Secretary Loverr. I think that the staff of the subcommittee picked 
out one in particular which impressed me, because I had some associa- 
tion with it by accident when I was in another agency of the Govern- 
ment here, and that is the legislative history—I think it is on page 
16 of the report—where it points out the position taken by the Senate 
in the 1949 amendment and the subsequent strike-out in the House on 
the clarification of the powers of the Secretary of Defense in the 
three separate agencies. I doubt whether the atmosphere, Mr. Lan- 
taff, currently is wholly favorable to a complete, impartial study of 
this kind of controversial subject. I do not know. It is a matter 
that you gentlemen would be better equipped on than I. 

Mr. Lantrarr. Thank you, Mr. Secretary. 

Mr. Bonner. Mr. Secretary, this statement at the bottom of page 9 
strikes me very forcibly, and I think it will strike the Nation most 
forcibly, your statement [reading]: 

I agree that there is room tor improvement— 
speaking of the functions of the Munitions Board— 


for I believe that the present concept of the Board would prove inadequate under 
full mobilization. 

Now, is this going to be a situation like Pearl Harbor, where we are 
going to wait until we have a crisis before we make this Board func- 
tion properly? That is what this subcommittee is greatly concerned 
about. As a result of our report we introduced a bill which was 
rereferred from this subcommittee and has now been put to sleep. 

I just cannot see why in the world, with the authority you have re- 
posing in you at the present time, and you make such a statement as 
this, knowing what this subcommittee has been striving for and know- 
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ing what the people desire, why you do not go ahead and give the 
strength, and reorganize this Board. 

Secretary Loverr. I pointed out, Mr. Chairman, or tried to, that 
the Board has certain—— 

Mr. Bonner. Yes. But you say “under full mobilization.” I asked 
the question, Are you going to wait now until we have a second Pear! 
Harbor before you mobilize this Board ? 

Secretary Loverr. Let me finish my statement, Mr. Chairman. I 
was about to point out that the Board operates under a statutory re- 
quirement with statutory limits of power and statutory duties. Now, 
until those are altered, the Secretary of Defense, in my opinion, must 
live within them. 

Mr. Bonner. Yes, but we have asked you for over a year if more 
legislative authority is needed. 

Secretary Loverr. I do not consider the statutory 

Mr. Bonner. We offered legislation; we believe that the legislation 
is imperative, and this committee was in a position to shove and push 
for the legislation. But now the committee has been blocked, and I 
hope that the Senate is going to take some action on it. I guess that 
you have been advised that the Senate is very much interested in the 
ideas and principles of the bill that was introduced, which has been 
taken away from this committee. 

Secretary Loverr. Your original questions a year ago, as I recall 
them, did not relate simply to the statutory authority of the Munitions 
Board, but to the legal rights of the Secretary of Defense on certain 
supply system matters relating to the three services which are specif- 
ically set. I think that the record will show that. 

Mr. Bonner. Yes. But you have the authority, in the powers 
vested in you, to back this Board. 

This is in a question I asked before [reading] : 





Do you consider present legislation under which the Secretary of Defense is 
working adequate for this application, especially for the development of a 
modern effectively managed supply system? 

Mr. Lovett. I do, Mr. Chairman. By and large, I do think it is adequate, 
unless there is a purpose to set up a fourth supply service. The three services 
and the Office of the Secretary think that would be an error. Our experience 
with it in the past, in operations in World War II, and the information from 
the British on it confirm our judgment. 

Now, we are not interested in a fourth service. We are interested 
in efficiency in the existing supply system and to reduce the existing 
supply system to that extent which will not affect the efficiency of 
the armed services and the striking power of the national defense. 

Secretary Loverr. I have said in this statement that I believe that 
the efficiency of the military supply system is a matter of cardinal im- 
portance. Naturally, unnecessary duplication and overlapping 
should be avoided, but I do not feel that the statutory set-up in the 
Munitions Board or in several other areas is adequate, and I would 
propose at the appropriate time to the appropriate executive agency 
to make certain recommendations, Mr. Chairman. I am not prepared 
to do so at the present time. 

Mr. LanrarF. I think the committee is very much interested in 
having you make those recommendations at the earliest practical date 
because we share your conviction that the present set-up of the 
Munitions Board is not adequate to cope with the problems of full 
mobilization. All of us look forward with eagerness to the recom- 
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mendations to be made by the Secretary. I have two more general 
questions. One is with reference to your statement on page 12, where 
you say: 

In my view, the most effective instrument which has been devised for accom- 
plishing cross-servicing at the retail and consumer level is the stock or revolving 
fund. . 

We know this year, when Congress is scrutinizing all appropria- 
tions, it is very difficult to obtain appropriations for revolving funds. 
I think perhaps the Secretary has experienced difficulty in obtaining 
appropriations for revolving funds, especially when so many dollars 
are being required for actual operations in the field. I am wondering 
whether or not you have investigated Public Law 152 to determine 
whether or not under that law or any other laws with reference to 
the disposition of surplus property we do have adequate existing 
statutory authority in the Department of Defense to utilize surplus 
property that will be available when the present conflict is over, in 
order to capitalize the stock funds. 

Secretary Loverr. There again, Mr. Lantaff, you get into the area 
of dispute arising out of the lack of clarity and intent. Some of us 
believe that the ability to sell our surplus and retain cash as an initial 
working-capital fund or a stock fund is perhaps implicit if not pre- 
cise. I am not enough of a lawyer to know that. 

Mr. Lanrarr. I am wondering whether or not any study has been 
made in the Department or in the Munitions Board of our surplus- 
property laws to determine whether or not they are adequate to en- 
able you to retain control, for example, of 100,000 surplus carburetors 
or 100,000 surplus rear axles, such as we disposed of at 21 cents on the 
lollar in Germany in order to create a stock fund. 

Secretary Loverr. There has been no study made on this specific 
case. However, the general subject of the control and disposition of 
excess property in stock funds has been explored very thoroughly and 
is covered in the draft regulations governing the operation of stock 
funds. Under the provisions of such regulations, control over all 
stock-fund inventories is retained by stock-fund management until 
the matériel is “sold” to the consumers, or is found to be excess to 
needs for peacetime operating stocks and mobilization reserves and 
is declared surplus. When surplus stock is disposed of, the proceeds 
from sales are returned to the cash account of the stock fund and are 
available for reinvestment in inventory. The Federal Property and 
Administrative Services Act of 1949 (Public Law 152, 81st Cong.) 
authorizes such treatment when the property disposed of is held in a 
revolving stock fund. 

In the event stock-fund matériel that has been “sold” to a consumer 
appropriation becomes excess to the needs of the operation for which it 
was intended, such matériel can be returned to the stock fund for credit 
to the appropriation (giving due consideration to the condition) ; or, 
if the appropriation has lapsed or cannot be identified, the matériel 
ean be taken up in the stock fund and capitalized without reimburse- 
ment. 

Mr. Lantarr. Will you supply this subcommittee with your opinion 
as to whether or not you have specific statutory authority to utilize 
surplus property to capitalize these stock funds or not ? 

Secretary Loverr. In reference to the specific question as to whether 
the Department of Defense has specific statutory authority to utilize 
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surplus property to capitalize stock funds, the answer to “Yes.” This 
authority is contained in title IV of the amendment to the National 
Security Act of 1949. Section 405 thereof provides that the Secretary 
of Defense is authorized to require the establishment of stock funds 
(working-capital funds) for such stores, materials, and supplies as he 
may designate and provide a part of the capital for such funds by 
capitalizing inventories on hand. 

In actu: al practice and as provided in the proposed regulations gov- 
erning the operation of stock funds, an entire category ‘of matériel is 
capitalized when a stock fund, or a division thereof, is established. 
For example, medical and dental material was transferred to the Navy 
stock fund on July 1, 1952 and the on-hand inventories capitalized. 
Such capitalization included, along with peacetime operating stocks 
and the mobilization reserve stocks, any quantities of depot stocks 
which might be considered as excess or surplus. 

With reference to the statutes which provide authority for the 
retention and disposition of surplus property, the committee may be 
interested in the following: 

There are three such statutes: 

(a) The Federal Property and Administrative Services Act of 
1949 sets up a good system, under the supervision and direction of the 
Administrator of the General Services Administration, for the care, 
handling, and disposition of surplus Government property. 

(6) The National Industrial Reserve Act of 1948 authorizes the 
Secretary of Defense to determine what excess industrial properties, 
including machine tools and other manufacturing equipment, as well 
as industrial plants, are to be kept as part of the national industrial 
reserve. This property is kept in the custody of the General Services 
Administration, subject to the general policy direction of the Secre- 
tary of Defense with respect to its care, maintenance, utilization, and 
disposition. 

(c) Public Law 364 (80th Cong., Ist sess.) permits leasing of real 
property for a term and, for the first time, leasing of personal prop- 
erty by the military departments when the property is not required 
at the time for the public use. 

Thus, we have a firm statutory basis which sanctions the retention 
of surplus property and helps to avoid the hasty and extravagant 
liquidation of Government stocks, such as followed at the conclusion 
of World War II. Nevertheless, as pointed out in my statement be- 
fore the committee, not withstanding these statutes, the critical factor 
which will govern our ability to retain and economically dispose of 
Government property will be the funds and personnel which will be 
available. 

It should be pointed out, however, that the three statutes referred 
to above do not permit proceeds rec eived from the sale of property 
thereunder to be paid into reimbursable stock funds. Under 10 
U.S. C. 484, moneys received for the use of the United States must be 
paid into miscellaneous receipts of the Treasury, unless otherwise 
provided. The Federal Property Administrative Services Act, the 
National Industrial Reserve Act, and Public Law 364 follow this 
requirement. Therefore, it would be impossible, without a change in 
the law, to dispose of surplus property under these statutes with a 
view to avoiding obsolescence and to receive proceeds back into a 
stock fund which could then be used to replace the obsolete items that 
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had been sold, unless such property had already been capitalized in a 
stock fund under title LV, section 405, of the National Security Act. 

Mr. Curtis. Will the gentleman yield on that point ¢ 

Mr. Lanrarr. Yes. 

Mr. Curtis. If I understood you correctly, you said that there 
was a certain lack of clarity and intent. I presume you are referring 
to this specific section that Mr. Lantaff referred to. 

Secretary Lovett. I think it is Public Law 152. 

Mr. Curtis. Yes. 

Here is what disturbed me when you made that statement. It runs 
throughout your statement. Where such lack of clarity and intent 
exists, if that were pinpointed so that Congress would know. That is 
what we are here to find out from you and other members of the 
Defense Department. So we can clear them up. When it is just in 
general terms, there is nothing we can do about it. What we want to 
know is wherein is it not clear? 

Secretary Loverr. I would assume that we will have that oppor- 
tunity before this subcommittee in connection with the bill which is 
introduced—Mr. Chairman, you introduced a bill recently within 
the last week, in connection with a new post of Under Secretary of 
Defense for Procurement and Supply. 

Mr. Curtis. That is true, sir, but these things have existed for 
some time and if there has been a lack of clarity and intent in some 
statute under which you are operating, I would think it would be 
normal procedure for the Department of Defense to call it to the at- 
tention of the committees of Congress, so we can do something about it. 

Secretary Loverr. Very frequently we are able to get the intent 
clarified through rulings. 

Mr. Curtis. We are talking about specific things. I can only deal 
with one thing at a time. Here, on this item you say in certain in- 
stances there is lack of clarity and intent. I do not think a general 
statement like that means anything unless you pointed out where it 
is or someone in your Department has pointed out where it is and 
our next question would be how long it has existed and what you 
have done about it. Then we can do something. 

Will the gentleman yield further just on this one point? 

Mr. Lantarr. Yes. 

Mr. Curtis. On setting up this revolving fund, I well remember 
when that came before us from the Appropriations Committee. Like 
many of these statements, it includes the premise that if you had 
more money you would save money, that there would be more economy 
practiced. But when it comes to our trying to find out where you 
ure going to save the money, it ends in generalities. If you people 
were to come before us and point out where the budget could be cut 
in another field by setting up the money for this revolving fund, you 
would get it through pretty quickly, I think. It never is that way. 

You come in and say if you spend more money, we will save money, 
but when we try to find out where we are going to save it, we can’t 
and our budget gets bigger. 

Where do you think we can save money specifically in the appro- 
priation bill if we give you the revolving fund ? 

Secretary Loverr. I have pointed out in here that we think we 
could save money in the operation of the Philadelphia Navy Yard 
on this basis. We cannot prove it until we operate it. We think we 
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can. We also said we think in 29 other establishments after they 
have operated, we can tell you. 

Mr. Bonner. The Navy has a revolving stock fund of over one and 
a quarter billion dollars. 

Secretary Loverr. That is right. 

Mr. Bonner. There is a large duplication of Army and Navy com- 
mon-use stock items in the Army and Navy depots. 

Secretary Loverr. We have not asked for an additional fund. 

Mr. Bonner. I’m sorry but the Army did and this subeommittee, by 
amendment, struck out the $160,000,000 for the Army revolving fund. 
I agree with the use of stock funds, but I would like proof that the 
existing stock funds with frequent turn-overs of stock will not do 
the job. 

Secretary Loverr. Well, the existing stock funds, Mr. Chairman, if 
I understand vou, in certain areas will do the job because we have not 
asked for additional funds in certain areas. For example, in the 
Navy. However, there is no way of making precise estimates of the 
effect of this thing until we have had them in operation and they have 
been difficult to get into operation under the Army system: it is far 
easier under the Navy. We have given you examples of those in- 
stances where we can identify savings that lead us to believe that fur- 
ther savings may be made. 

Mr. Curtis. Mr. Secretary, I read the best I could the reports of the 
hearings before the Appropriations Committee and the Armed Serv- 
ices Committee on the subject of stock funds, and I must confess there 
was no detailed presentation of where you could save anything. It 
Was just in general terms, which frankly mean nothing. Unless you 
can specifically point out how in the past you have saved money—I 
know you cannot give it in actual detail of how many dollars, but I 
think you can give it in fairly detailed terms and could say, if we put 
in this additional stock funds, you could cut the ents adenerye! in 
another field. The net result would be less money appropriated, but 
it never is that way. 

Secretary Loverr. I think that the appropriate officers can give 
you details of it. Iam sure Mr. McNeil (see McNeil’s testimony be- 


ginning on p- 129), the Comptroller in the Department, and Admiral] 
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“ox in the Navy can give you chapter and verse on the operations of 
certain installations and show what has been accomplished, but that 
is quite different from saying if we put it in, for example, in the 
Rocky Mountain Arsen: il, as in the case of the Army, we can produce 
a certain saving in a certain period of time. They cannot do that. 
They can show you the past and draw conclusions from the past for 
the future. I know they would like to talk about it because they 
believe very strongly in this system, as I do. 

Mr. Lanrarr. On page 17 of your statement, Mr. Secretary, you 
state: 

I certainly do not want to see the Air Force bring common-use items into its 
own supply system, where there is a conveniently located Army facility with 
capacity and space and personnel to take care of Air Force requirements. 

This subcommittee is in hearty concurrence with that statement. 
However, in connection with our investigation we have not found 
that the policies of the Secretary are being adhered to. I am wonder- 
ing whether or not the Secretary is familiar with certain Air Force 
directives which were issued by General Kessler, Director of Supply 
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Service, Office of Deputy Chief of Staff of Matériel in 1951, wherein 
the European theater was given the following directive by General 
Kessler : 

The Commanding General, Air Matériel Command, has been instructed to plan 
for the assumption of bulk storage and maintenance responsibilities during fiscal 
year 1953 for those Transportation Corps, Chemical Corps, and Signal Corps 
items used by the Air Force. The Commanding General, Air Matériel Com- 
mand, has also been advised that the assumption of these same responsibilities 
for Ordnance Corps and Engineering Corps items are planned for fiscal year 
1954 

The Secretary will note that nowhere in that directive is there any 
reference made to the qualifying phrases in your statement, which are: 

Where there is a conveniently located Army facility with capacity in space 
and personnel to take care of Air Force requirements. 

The Kessler directive was further implemented by another directive 
which said: 

Beginning with the fiscal year 1952, it will be the policy of the Air Force to 
begin assuming storage, issue, and maintenance responsibility for all items of 
supply required by the Air Force. Such new responsibilities will not contemplate 
procurement functions. Further, there will be excluded ammunition, subsistence, 
medical supplies, and such other classes as may be agreed upon on an inter- 
departmental basis. 

Then a further directive was issued by the same General Kessler 
which states in effect : 

Beginning with the year 1952 it will be the policy of the Department of the 
Air Force to begin assuming on a phased and planned basis those responsibilities 
in the field of logistics which are now budgeted for and performed by the De- 
partment of the Army for the Department of the Air Force. 

The directive makes reference to the pattern laid down in the agree- 
ment which you approved with reference to the take-over of Quarter- 
master functions and then says: 

The Assistant Secretary of the Air Force, Mr. Zuckert, has authorized the Air 
Force to include in the fiscal year 1952 budget estimates for the moneys re- 
quired to assume the bulk storage and depot maintenance responsibilities for 
those Quartermaster-purchased items which the Air Force requires. Present 
plans are the budget for thy bulk storage and depot maintenance of the items 
presently being bulk stored and maintained by the other Technical Services for 
the Air Force during fiscal year 1953-54. 

So these directives signed by General Kessler—and numerous other 
directives included in the record which this committee obtained in 
Weisbaden indicate that the Air Force is proceeding without any 
authority from you whatsoever as far as this subcommittee has been 
able to determine, to establish a separate and independent supply sys- 
tem for all of its technical services and for the common-use items in 
those technical services. Apparently no reference to this agreement 
had been made to you because, as I understand, since this has been 
brought to your attention, you have issued a directive stopping this 
take-over. But I am wondering how the Air Force can proceed in the 
years 1952-53 to budget for the take-over of all of the common-use 
items in the Quartermaster, Engineer Corps, the Chemical Service, 
Signal Corps, Transportation Corps, without any reference to you for 
approval and without being able to identify to Congress how much 
money they have included in that budget for the take-over of the 
common supply systems and without any consideration of whether 
or not there are not adequate Army facilities available. 
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This subcommittee found that in Alaska there were facilities avail- 
able there for the storage of class 2 Quartermaster clothing items, vet 
the Air Force determined that they would have to separate these into 
two separate piles. They were maintaining two separate stock record 
control systems for the management of these items of underwear, tooth 
brushes, and the like, and yet they had to build another $800,000 
warehouse to take their bundle out of the Army warehouse and put 
it in their own warehouse. 

In Germany they estimated they would have to build additional 
warehouses for these class 2 items notwithstanding that all those items 
were presently being stored in Army facilities. In addition to that 
the Quartermaster General estimated, because of this directive, that 
keeping these bundles of common-use items separated into two bundles, 
it was going to cost the Quartermaster General several millions of dol- 
lars in administrative expenses just to keep track of the items that 
belong to the Air Force in these Army warehouses. 

Mr. Secretary, I realize and am fully sympathetic with the magni- 
tude of your job but I cannot understand how all this can take place 
without it ever coming to your attention for approval. 

Mr. Bonner. Before you answer that, Mr. Secretary, let me add one 
thing to Mr. Lantaff’s statement. 

I read to you from a report in the field on Okinawa, where the Air 
Force is fighting the war. (See FSM hearings on Overseas Survey, 
p. 603) : 

This program is in a transitional stage and there is considerable confusion 
and frustration in the supply of transferred items in the United States Air Force 
areas. 

Then Colonel Garber : 

The Army was divested of responsibility at a time before the Air Force was 
successfully set up to completely administer this program. 

The directive in Alaska: 

The goal of this headquarters is to complete the assupmtion of bulk storage 
and depot maintenance responsibilies from the Department of the Army by the 
end of fiscal year 1954. In view of the magnitude of the task, we are attacking 
the problem piecemeal; this is, technical service by technical service. 

Secretary Loverr. Shall I reply to Mr. Lantaff? 

Mr. Bonner. Go ahead, please. 

Secretary Loverr. I believe you are aware of the so-called Eisen- 
hower-Spaatz agreement in the past. The Air Force has in certain 
areas a requirement for the storage, issue of special technical equip- 
ment. In other words, they have a supply. 

As a result of the expansion of the size of the Air Force and of the 
Army simultaneously, there were some areas in which, as I pointed 
out in here, bottom of page 17: 

Requirements have * * * exeeeded the capacity of the Army to supply 
even its own services. 

The Army and the Air Force discussed the best basis of procedure. 

In other words, the question was: Would it be cheaper to have an ex- 
tension put on, we will say, an Army warehouse or would it be cheaper 
to have a facility leased by the Air Forces in an area in which the 
tenant would be there only on a temporary basis. 

The directive, for planning purposes, which was sent out over 
Kessler’s signature, comes within the restrictions of a general memo- 


22895—52——_3 








30 FEDERAL SUPPLY MANAGEMENT 


‘andum of July 1951, I believe it was—it was along about the middle 
of July of last year—dealing with this problem and has since been the 
subject of numerous discussions with the procurement sections of the 
three services, in an honest effort to make sure that we do not unneces- 
sarily duplicate the supply systems, warehouses, and so forth. 

I am not sure whether the Air Force has been up before you on this 
subject recently, but if they have not 

Mr. Bonner. They will be here, Mr. Secretary. 

Secretary Loverr. If they are not, I assume they will be here. 

Mr. Bonner. At the time of the hearing before the House Com- 
mittee on Expenditures on H. R. 2319, the National Security Act of 
1947, are you familiar with the dialog between the late Mr. Wads- 
worth, former Senator and Representative, and General Spaatz? 





Mr. WapsworTH. In other words, you do not visualize the establishment of 
an office such as the office of Quartermaster General in the Department of the 
Air Force? 

General Spaatz. No, sir. We will depend upon the Quartermaster Corps for 
the procurement of our Quartermaster supplies. 

Mr. WapsworrtH. And the same observation might hold true with respect to 
Ordnance Department? 

General Spaatz. Yes, sir, and the Signal Corps. 

Mr. WapsworrnH. Of course, you have special requirements in the field of 
ordnance in connection with which you would be very active, but normally the 
supply of ordnance material would come from the source from which it is now 
coming. 

General Spaatz. Yes, sir. 

Mr. Lanrarr. In that connection, that was what General Spaatz 
stated was the original understanding in the Eisenhower-Spaatz agree- 
ment. It was not contemplated that a separate logistical system would 
be set up for the Air Force as now conceived by the Air Force and as 
indicated by the directives issued by General Kessler, evidently without 
your approval. (See Eisenhower's statement, p. 1263, Federal Supply 
Management Overseas Survey.) 

Secretary Loverr. I think the testimony you receive from the Air 
Force will reflect the discussions on this point, arising in considerable 
measure out of the questions raised by the investigations of this sub- 
committee and others as to whether or not they are talking about a 
“new supply system” or whether they are talking about using the sup- 
ply system they are in in those areas in which there is no conveniently 
located or adequately sized Army Establishment to take care of them. 

Mr. Lanrarr. Mr. Secretary, if you will look into the Air Force 
directives, you will see there is no reference whatsoever to any deter- 
mination as to whether or not there are existing facilities. As a 
matter of fact, the quartermaster class 2 items are being moved out 
of Army warehouses. 

Secretary Loverr. I do not consider those directives conform to the 
statements made by the responsible officials of the Air Force as to 
what their intention is. As I say, that would be a fruitful field for 
this subcommittee to receive assurances in, 

Mr. Lanvarr. I think it would be a fruitful field for the Secretary 
to explore because of the fact that in your directive of July 17, 1951, 
which this subcommittee heartily concurs in, you specifically direct all 
the departments as follows: 

Any expansion of existing supply systems for procurement and distribution of 
classes of common items of supplies not already agreed upon 
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of course, quartermaster had already agreed upon— 
shall be made by the Department only if consonance with paragraph 4 of B above 
and if approved by the Secretary of Defense. 

Regardless of the assurances that some of the high officers of the 
Air Force may give to you, Mr. Secretary, the obvious intent as ex- 
pressed in the original directives issued to their commanders in the 
field is flying right in the teeth of your directive of July 17, 1951. 
We concur in that directive because we believe your objectives are the 
same as those of this subcommittee. We do not understand why the 
Air Force is deliberately ignoring your directive and budgeting in the 
1952 and 1953 budget to take over a separate supply system. Before 
the Appropriations Committee and Armed Services Committee they 
naively say that there isn’t a bit of money to take over all technical 
supply functions. Yet we have here in this record a directive 
to include that in their budget requests. How there can be such a 
variance between the Pentagon and the people operating in the field 
is beyond our conception. 

Secretary Loverr. You have not, as I understand it, heard their 
side of this yet. 

Mr. Lantarr. Yes, we heard their side of it in Japan and in Ger- 
many, when they stated, “Gentlemen, we are setting in our own supply 
system. We have directives to do it and without it we cannot operate.” 

A general in Japan said the Air Force has been only 40 percent ef- 
fective because of the fact that they didn’t have their own supply 
system. (See FSM hearings on Overseas Survey, p. 527.) When we 
told General Ridgway about that, he said he had never heard that 
statement before. No complaint had ever been made by the Air Force 
to him. But they are using that for justification to set up this costly 
supply system. They tell you so in so many words. They are not 
hiding it in the field. In Washington, Air Force officials exhibited a 
naive innocence about such plans. 

General Kessler has issued the directives. Here is a directive to the 
field, tothe Alaska Air Command and to Europe. It reads: 

This policy makes it possible for the Air Force to create a separate logistical 
organization that is responsible to and capable of meeting the demands placed upon 
it and over which the Chief of Staff of the Air Force will have complete control. 

So evidently the directives going out to the field, do not jibe with 
what they tell you and us. 

Secretary Loverr. Let’s make sure we are talking about the same 
thing. Logistic organization, of course, would cover their technical 
requirements. 

Mr. Lanrarr. Surely. 

Secretary Loverr. Their specialized aircraft, engines, spares, radar, 
signal corps and all that. 

Mr. Lanrarr. We do not dispute that. 

Secretary Loverr. The subcommittee doesn’t challenge that ? 

. S . 

Mr. Lantarr. Not at all. 

Secretary Loverr. If you restrict your comments to the common-use 
items—— 

Mr. Lantarr. That is right. 

Secretary Loverr. Then you get into an area in which you have this 
case about which I talked. Their basic directives are supposed to be 
in consonance with the July 17 Department of Defense directive. 
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Mr. Lantarr. That is just what we are saying, that the Department 
of the Air Force is directly violating your directive. 

Secretary Loverr. They take the position—and I imagine if they 
come up to report on this following the conversations we have had and 
the meetings in the Department they will state that they are only 
endeavoring to take care of the issuance of those particular items in 
those particular areas where there is no competent Army in the field. 
Whether or not that is a fact is the thing we both have to find out. 
(See p. 57.) 

Mr. Lanrarr. It is not a fact. It is merely justification for the 
Air Force to obtain more major generals to command the technical 
services. 

Why in the world it is necessary to build separate warehouses and 
employ additional personnel to take over the separate articles? Here 
is the directive, which provides for the Air Force to take over the 
following items because the Army is not capable of supplying them: 
Boots, shoes, flags, pumps, cordage, furniture, drygoods, toilet articles, 
athletic equipment, bakeshop and kitchen apparatus utensils, bath- 
room and toilet fixtures, brooms, brushes, hardware, bolts, nuts, end 
rivets, screws, washers, stationery, office equipment, ducks, lighting 
apparatus, tools, machines, metal in bars, paints, tableware, oils, blank 
forms, rocks, musical instruments, lumber, pipe fittings, acids, chem- 
icals, drugs, gases, soaps, ovens, ranges and stoves, forage, and ma- 
chinery. 

Why is it that the Air Force has to build an additional warehouse, 
has to send over additional personnel to Europe, Japan, and Alaska, 
to issue and distribute those types of items of supply ? 

Secretary Loverr. If the expansion which would include those 
among equally ludicrous examples—— 

Mr. Lanrarr. Those are articles which are listed in a directive 
issued in the European theater. It is ludicrous but nevertheless true. 

Mr. Curris. In Germany, General Middleswart and his staff as- 
sured us that the Army was perfectly capable of handling that. (See 
FSM hearings on Overseas Survey, p. 1160.) 

Secretary Loverr. I was about to say, Mr. Curtis, that if the existing 
facilities, in view of the expansion of both the Army and the Air 
Force, the Army’s facilities were adequate and so located as to make 
it possible for that issue, then I can see no reason for it. I think it 
falls outside of the clear intent of this directive. 

Mr. Lanrarr. We are perfectly in agreement with you, Mr. Secre- 
tary. The subcommittee is pleading with you because you have the 
authority to crack down on the Air Force before they carry this plan 
out. In examining these budgets we cannot get them to admit there is 
a dime in there for this separate supply system. We know the funds 
are provided somewhere, so we have to make blind cuts which the 
Secretary then says are meat-ax cuts. We cannot find out where the 
funds are. We know by the directives that have been issued that 
they are including funds in their budget. 

The Air Force recently shipped 560 carloads of this same type of 
equipment from Army depots in Fort Worth and San Antonio to 
Air Force depots within the continental limits of the United States, 
when there was ample storage facilities in San Antonio and Fort 
Worth. It is discouraging to us, and we are more or less appealing to 
you to work with us. I realize the magnitude of your job. It seems 
to us that the Air Force is deliberately ignoring your directives and 
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we heartily concur with your directives. We think they are right. 
But we plead with you not to rely upon what the brass in the Penta- 
gon are telling you is going on, because the directives and the printed 
evidence and the statements of the officers in the field indicate that if 
those officers are telling you that they are not setting up a separate 
supply system, they are trying to pull the wool over your eyes. 

Mr. Curtis. Will the gentleman yield for a question as regards this? 

Mr. Lanrarr. I yield. 

Mr. Curtis. If the situation were such as our subcommittee found, 
that the Army maintained it could supply the Air Force on the com- 
mon-use items and the Air Force claimed that the Army couldn’t give 
adequate support, wouldn’t that be one of those cases that would have 
to be referred to you as Secreary of Defense for your decision 4 

Secretary Loverr. If there is a clear difference of factual statement. 
In other words, we have frequently a case where the Air Force might 
say that the Army is not prepared even to undertake this particular 
function for them at this particular time. The Army might say, 
“Well, we are informed that the field will take that.” 

Then we have to put an inspector on it and find out what the facts 
are. The Pentagon knows if there were no agreements between the 
separately administered departments, it would come up to me if it were 
not settled in the Munitions Board. 

Mr. Curtis. Granted that the situation is as we describe and using it 
as a hypothetical case in Europe and Germany, wouldn’t that be some- 
thing that would have to be referred to you for a decision? The Air 
Force couldn’t just go along and do it. 

Secretary Lovetr. No, it doesn’t. 

Mrs. Cuurcu. Isn’t the Air Force doing it? 

Mr. Curtis. That is the point. We think they are, and our evidence 
isso. I was wondering, as far as the Secretary is concerned, he doesn’t 
know it. I was just wondering whether or not that would have to come 
to his knowledge if the Air Force were to go ahead. 

Mr. Bonner. Mr. Secretary, your reference to the Air Force coming 
up and testifying—the testimony given to this subcommittee in the 
briefing in preparation to going abroad is contradictory to the testi- 
mony received by the subcommittee in the field. It is like the man 
building a basement to a house. He says, “Oh, no, I am not going to 
build a house.” He is building the basement now, and in a few years 
he will come along and say, “I have the basement now. You might 
just as well let me put the house on.” 

That is what is going on. You do not seem to know. 

Secretary Loverr. I have read the testimony previously given to 
the subcommittee. 

Mr. Currits. What did Mr. Gilpatric add? He testified before we 
went abroad and we got contradictions to his testimony. 

Secretary Loverr. What I was inquiring was: Is it within the 
schedule of the subcommittee to ask the Air Force to answer these 
questions that we are currently discussing? It was my understanding 
that that was in contemplation. . 

Mr. Curtis. We want to bring it to your attention. 

Mr. Brownson. In answer to the Secretary’s question, Mr. Chair- 
man, it is my understanding that the Air Force is going to appear 
tomorrow night. 

Secretary Lovetr. Thank you. 
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Mr. Brownson. This matter of Air Force expansion, its common 
supply items, has not been brought to your attention. Do you have 
investigators or somebody like that to develop this information in 
the Department of Defense ? 

Secretary Loverr. Yes. 

Mr. Brownson. I am not sure this thing will come up to your atten- 
tention from the under side. This matter of noblesse oblige, the sort 
of thing involved in “You first, Alphonse; no, after you, Gaston,” 
has been going on so long that I think this supply situation needs to 
be investigated from the top down. 

Secretary Loverr. The Office of the Secretary uses the Comp- 
troller’s Office as a rule for these special investigations. We find that 
by far the most effective, because it has direct control of the finances. 
The purse strings, in the last analysis, seem to be the most effective 
argument in these matters. 

Mr. Brownson. That is what we find in Congress. That is why 
we get resentful when we try to cut an appropriation in Congress and 
we are told that every cut must come out of the solid muscle of defense 
and none from the fat. 

We have a situation in the Munitions Board which interests us. 
The Munitions Board as it exists now is under the authority of Pub- 
lic Law 216, I believe. The Munitions Board is set up in subpara- 
graph ec. That reads: 

Subject to the authority and direction of the Secretary of Defense, the Board 
shall perform the following duties in support of strategic and logistic plans 
and in consonance with guidance in those fields provided by the Joint Chiefs of 
Staff, and such other duties as the Secretary of Defense may prescribe. 

Then it outlines a broad area of responsibility without many re- 
strictions. It looks to me as if you, Mr. Secretary, can decide what 
the Munitions Board is supposed to do. 

Secretary Loverr. You will notice that in the language up to sub- 
section 5, it deals with coordination functions. In other words, 
No. 1: 

For coordination of the appropriate activities with regard to matters, includ- 
ing the procurement, production, and distribution plans of the Department of 
Defense. 

No. 2 reads as follows— 
planning for the military aspects of industrial mobilization. 

No. 3 is— 
assignment of procurement responsibilities among the several military depart- 
ments and planning for standardization of specifications for the greatest prac- 
ticable allocation of purchase authority of technical equipment and common-use 
items in single procurement. 

Mr. Brownson. That is pretty complete. 

Mr. Loverr. No. 4 reads as follows: 

Preparation of estimates of potential production, procurement, and personnel 
for use in evaluation of the logistic feasibility of strategic operations. 

No. 5: 

Determination of relative priorities of the various segments of the military pro- 
curement program. 


No. 6: 


Supervision of such subordinate agencies as are or may be created to consider 
the subjects falling within the scope of the Board’s responsibilities. 








FEDERAL SUPPLY MANAGEMENT 35 


No.7: 
regrouping, combining or dissolving of existing interservice agencies operating 
in the fields of procurement, production, distribution, in such manner as to pro- 
mote efficiency and economy. 

No.8: 
maintenance of liaison with other departments and agencies for the proper cor- 
relation of military requirements with the civilian economy, particularly in 
regard to the procurement or disposition of strategic and critical material and 
the maintenance of adequate reserves of such material and making of recom- 
mendations as to policies in connection therewith. 

Mr. Brownson. As I understand the intent of your question, doesn’t 
that cover a very broad field and isn’t the language so broad that you 
can step in and make this the definitive judge as to what is nedeed ? 

Mr. Loverr. As I tried to point out earlier, that opens up an area 
of argument which this subcommittee, has, I think, very adroitly iden- 
tified, and that is the three military departments separately adminis- 
tered. ‘That is a very jealously guarded right of the three services, 
which has derived from the compromise made at the time of the act 
of 1947, when that act was passed. 

My own feeling about it is that the Secretary, being specifically pro- 
hibited from combining the combatant forces and not specifically pro- 
hibited from combining the noncombatant activities, by implication 
at least, has a broader authority than the three services, three depart- 
ments are prepared to admit. Therefore, I have said, in identifying 
that as a field, I believe, that there is some merit in clarifying it, in 
making it abundantly clear. But I am not prepared to admit that 
the Secretary of Defense hasn't the authority because the moment I do 
that, I am in trouble. 

Mr. Brownson. That would correlate very completely with Gen- 
eral Eisenhower’s impression in Paris. He stated to the committee 
that there was no doubt in his mind that the Secretary of Defense did 
have and should have the authority for such moves in the logistics 
field as might lead to economy and the elimination of duplication. 

Secretary Loverr. May I point out one other element, Mr. Brown- 
son, because we have, I think, many of us, advanced along parallel lines 
here, although perhaps the ultimate conclusions are somewhat differ- 
ent. It is that logistic command and combatant function, that lan- 
guage, which leads us into another area of confusion here. It is a 
question of at what point does the supply function, because it becomes 
a combatant function, at what point does it become a support function 
and how do you devise the line between the two. 

Mr. Brownson. It isa matter of echelons, to a certain extent ? 

Secretary Loverr. It is a very difficult question. 

Mr. Brownson. The lower you get into echelons, the more they 
merge—supply functions and support functions ¢ 

Secretary Loverr. Under our system of massed automatic weapons 
and large expenditures of matériel, and a very high order of feeding 
of troops and supply systems, of really cardinal importance in our 
functions in a military field command set. So it is understandable 
that the three military departments should assert a special interest 
init. That makes the discussion difficult. 

Mr. Brownson. That is right. That is exactly why this com- 
mittee has limited its study in the realm of common-use items. We 
restricted its activities and its recommendations deliberately to avoid 
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getting into the field of combat weapons and ammunitions where the 
military can talk around us in circles. 

Secretary Loverr. We do not have much trouble in the areas which 
fall outside of the immediate combatant consumption. For example, 
there are literally hundreds of items under “al, service procure- 
ment. For example, all coal is bought by the Navy. All lumber 
and wood are bought by the Army. All explosives are bought by 
the Army. Tanks are bought by the Army. And tools are bought 
by the Navy. Photographic ¢ ange by the Air Force. Food 
by the Army. Cordage by the Navy. Motor vehicles by the Army. 
Repellents by the Navy. 

That area is relatively simple. Where we get into the complica- 
tions is in things like winter clothing, blanket issues. Those things 
are the things which are intimately associated with the soldier in the 
field. That is tough. 

Mr. Brownson. Of course, the committee took cognizance of the 
fact that all during World War II the Army Quartermaster was 
able to supply common-use items for a larger Air Force than we have 
now. 

Secretary Loverr. Larger numerically, but less complex. 

Mr. Brownson. The Air Force may be more complex, but the 
blankets have changed relatively little. 

Secretary Loverr. The Air Force is more complex. It had a com- 
pletely separate system. 

Mr. Brownson. That is the basic point of our concern. The Air 
Force is setting up another supply pipeline, involving a tremendous 
amount of material that has to go into a pipeline. 

Mr. Secretary, what is the relationship between the Joint Chiefs 
of Staff and the Munitions Board ¢ 

Secretary Loverr. Statutory relationships. As you are aware, the 
Joint Chiefs of Staff, Mr. Brownson, is the statutory body with prin- 
cipal responsibility to act as military adviser to the President, the 
National Security Council, and the Secretary of Defense. It has 
collateral responsibilities i in relationship with the Munitions. That 
responsibility is a two-way street. The Munitions Board is responsible 
under section C for receiving from the Joint Chiefs of Staff guidance 
relating to the support of strategic and logistic plans. There is that 
responsibility in addition to the responsibility for advising the Secre- 
tary of Defense and the Joint Chiefs of Staff on certain of the logistics 
plans. 

Under section C, subparagraph 9, the Munitions Board, in addition 
to receiving advice and guidance from the Joint Chiefs in connection 
with strategic and logistic plans, has the responsibility of assembling 
and reviewing— 
material and personnel requirements presented by the Joint Chiefs of Staff and 
those presented by the production, procurement, and distribution agencies as- 
signed to meet military needs, and to make recommendations thereon to the 
Secretary of Defense. 

So the relationship flows both ways. 

Mr. Brownson. Is there two-way traffic, on that street you refer to, 
right now ? 

Secretary Loverr. It moves very largely through the office of the 
Secretary and through the Armed Forces Policy Council. 
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Mr. Brownson. The Joint Chiefs of Staff are making full use of 
the Munitions Board? 

Secretary Loverr. I think that they are using the Munitions Board 
to the maximum. 

Mr. BROWNSON. Do you have knowledge, Mr. Secretary, of the 
plans currently being circulated around to the defense estadlishment 
coordinating activities between the Navy and the Air Force known 
as Aircraft Committee case 55? 

Secretary Loverr. I do not know of it as case 55. If you can iden- 
tify it in some other way. 

Mr. Brownson. It is Aircraft Committee case No. 55, is a spare 
parts provisioning document for USAF and Navy Aeronautical and 
supporting equipment contracts, 

Secretary Loverr. I am familiar with the spare-parts program; 
yes. 

Mr. Brownson. As I understand, this case 55 would result in our 
purchasing spare parts in accordance with our needs, and only as 
those spare parts were not available from existing Armed Forces’ 
inventories, whereas at the present time in many procurement pro- 
grams individual manufacturers are allowed to prescribe the spare 
parts provided with the initial assembly. 

Secretary Loverr. That is right. 

Mr. Brownson. Is this case 55 proceeding? Is action being taken 
on it? 

Secretary Loverr. I am not aware of the time status, but the pro- 
curing agencies have authority under the present circumstances in 
general to alter the spare program to direct procurement of spares or 
cost services of spares on common items where there is plant cognizance 
as, for example, in Pratt-Whitney in the Navy. 

Mr. Brownson. That is something that disturbs us. When the 
manufacturer prescribes the quantity of spare parts going out with 
new aircraft equipment it obviously affords an opportunity for the 
manufacturer, if he wishes to do so, to load the equipment with spares 
as it goes out. It also means that in many cases both the Air Force 
and the Navy are buying spare parts with new assemblies which dupli- 

cate spare parts they already have on hand, in large quantities. In 
this case economy would result if they weaid 2 mi tes up the spare-parts 
kits from spares already on hand. 

Secretary Loverr. I will get for you a record of the current status 
of the paper, but the procurement procedure has been adapted to the 
change in engine types as well as distributing of the new type of je 
overseas establishment. 

I do not think that it will result in wasteful practices, Mr. 
Brownson. 

Mr. Brownson. I like to quote the remarks from Mr. H. R. Askins, 
Assistant Secretary of the Navy, in his memorandum for Mr. R. L. 
Gilpatric, Assistant Secretary of the Air Force, where Mr. Askins 
comments: 

I think you will be interested in the fact that prior to World War II the Navy 
used, for aircraft and for other areas, procedures similar to those now proposed by 
General Rawlings. This expensive experience conclusively proved that spare 
parts selected by contractors could not be depended upon to support the military 
operation, the delivery of this material without prior cataloging was unsatisfac- 
tory, and that contractor selection was unduly costly. I can also assure you, out 
of my own life-long experience with automotive spare parts, that allowing the 
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manufacturer to choose his stock of spare parts would be the fastest possible 
way for an auto parts distributor to go broke. 

That seems to be a practical condemnation on the part of a man with 
some know-how in the Department of this system which has been going 
on and will go on until this new directive, Aircraft Committee case 55 
is adopted. 

Secretary Loverr. As the Bonner subcommittee is aware, there is a 
slight difference of opinion between the Air Force and the Navy as to 
the best procedure for the provisioning of spare parts. The chairman 
of the Munitions Board believes that differences between the two posi- 
tions could be reconciled quickly and a satisfactory solution arrived 
at; however, at present, the disagreement has not been referred to the 
Board for solution. The vice chairman of Supply Management is 
working on the question and the staff of the Munitions Board hopes to 
be able to present the solution for the consideration of the Munitions 
Board in the near future. Information as to the final action taken on 
this case will be furnished to the committee as soon as this matter is 
resolved. 

Mr. Brownson. I would like to insert two memoranda in the record, 
at this point. They are related to case 55 on spare parts procurement. 

Mr. Bonner. At this point, it will be inserted in the record. 

(Two memoranda dated April 17, 1952, and May 14, 1952, follow :) 


AIRCRAFT COMMITTEE CASE 55 (SPARE PARTS PROVISIONING DOCUMENT FoR USAF 
AND NAVY AERONAUTICAL AND SUPPORTING EQUIPMENT CONTRACTS) 
APRIL 17, 1952 
Admiral Ring, SVC. 
Mr. Daniel J. Danahy, SVC. 

1. Several weeks ago, you inquired about the status of the subject document 
in response to an inquiry to Mr. Small from the Bonner committee. You, were 
advised that a subcommittee of the Armed Services Procurement Regulation 
Committee was reviewing the document and that a final report to the ASPR 
Committee would be provided in approximately 3 weeks. My office may have in- 
ferred that satisfactory completion could be expected. 

2. Subsequent to your inquiry, there has been a major development on this 
subject. The Air Force Department (at the instigation of industry) has pro- 
posed that the case be modified to permit the contractor to determine unilaterally 
the quantity and rate of provisioning of spare parts rather than jointly with 
the Government. If industry would happen to guess wrong, they would want 
the problem handled as a termination for convenience of the Government. It 
has been rumored that Mr. Gilpatric has personally decreed this new procedure 
will be utilized by the Air Force. 

3. Information secured informally discloses that Mr. Askins will not concur 
with Mr. Gilpatric’s proposal. 

4. At the April 15, 1952, meeting of the ASPR Committee, the Air Force member 
recommended that the subject case be withdrawn from further consideration by 
the ASPR Committee until further staff work could be done on the revised 
proposal. The Navy dissented from the proposal, preferring to “let sleeping 
dogs lie.” Pending resolution of the issue mentioned in paragraphs 2 and 8 
above, it was suggested that ASPR Committee give no further consideration to 
the old draft until further departmental action, under monitorship of MB Air- 
craft Division. 

5. Case 55, being an administrative procedure for the ascertainment of and 
computation of spare parts requirements, has only an incidental connection 
with procurement. Notwithstanding this fact, there is apparently an inclination 
on the part of many people, MB and congressional, to say that you, in general, 
and ASPR Committee in particular, are holding up the effort. The above infor- 
mation is provided for the purpose of clarifying the true situation. 

6. I suggest, particularly, that you talk with General Griswold on the matter. 
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THE ASSISTANT SECRETARY OF THE NAVY, 
Washington, May 14, 1952. 
Memorandum for Mr. Gilpatric. 
Subject: Spare parts provisioning. 
Reference: (@) Under Secretary, Air Force memo of March 31, 1952, same 
subject. 

As you know, Rear Admiral Arnold, SC, USN, the Navy's aviation supply 
officer, visited the Headquarters, Air Matériel Command on Monday, May 5, 
1952, to discuss the problems raised by your memorandum of March 31, 1952, 
and also discussed the problem at Air Force Headquarters on Wednesday, May 
7. I am sure that these discussions were mutually beneficial and I hope will 
result in a resolution of the differences. However, because of the remaining 
apparent differences between Navy and Air Force representatives on this prob- 
lem, I would appreciate an opportunity at an early date to discuss the matter 
fully with you and your staff. 

At this time, I would like to present to you some comments of the Navy De- 
partment regarding spare parts provisioning. The proposal of the commanding 
general of the Air Matériel Command, an enclosure to your memorandum of 
March 31, has been examined in detail by the Chief of Naval Material, the Bureau 
of Aeronautics, and the Aviation Supply Office. 

As you are probably aware, both AMC and our Aviation Supply Office have 
for some time been using the so-called case 30 as a provisioning document. Case 
30, which is applicable only to spare parts for air frames, has proved very suc- 
cessful, primarily because it provided for the purchase of spare parts only after 
it had been ascertained that each such part was in fact new to our supply system, 
and only to the extent warranted in the light of usage data carefully compiled 
to reflect our operating experience. An incidental but major advantage derived 
from this joint use of case 30 was the benefit to the air-frame industry of the 
use of the same procedures by both the Air Force and the Navy. As I have 
noted, case 30 applied only to the air-frame segment of the aircraft industry; 
separate policy documents were used for power plant, electronics, accessories, 
and other segments of the aircraft industry. Case 55 was written so that the 
Navy and the Air Force could present a unified document covering the various 
items contained within the entire aircraft. For this reason, the Supply and 
Maintenance Subcommittee of the Munitions Board Aircraft Committee, which 
developed case 55, had various meetings with all segments of the aircraft 
industry. 

I think you will be interested in the fact that prior to World War II the Navy 
used, for aircraft and for other areas, procedures similar to those now proposed 
by General Rawlings. This extensive experience conclusively proved that spare 
parts selected by contractors could not be depended upon to support the military 
operation, that delivery of this material without prior cataloging was unsatis- 
factory, and that contractor selection was unduly costly. I can also assure you, 
out of my own life-long experience with automotive spare parts, that allowing 
the manufacturer to choose his stock of spare parts would be the fastest possible 
way for an auto-parts distributor to go broke. 

In view of existing shortages of critical materials and of other production 
difficulties, it is particularly important at the present time to schedule production 
as efficiently as possible. The entire experience of the Navy indicates that 
selection of spare parts is far more efficiently done with the participation of our 
people, the avoidance of parts which are already in our supply system, and the 
reflection of our usage data, than by any system wherein the contractor selects 
the spares. Selection of spares by contractors involves, in our experience, fur- 
nishing of unnecessarily large numbers of certain parts, the provision of inade- 
quate numbers of other parts (with the consequent necessity for very costly 
fabrication later of such parts), the furnishing as parts peculiar of items which 
actually are already carried in the supply system as parts common, and other 
inefficient and unsatisfactory results. Consequently we feel that the present is 
a particularly inopportune time to revert to the outmoded method of contractor 
selection of spare parts. 

There is an additional aspect which appears to me to be vital at this time. 
As you know, the Congress is exhibiting great interest in the cataloging pro- 
grams of the Department of Defense. It seems less than prudent at this time 
for the Navy to accept for fiscal 1953 and following years a policy which was 
found wanting immediately prior to World War II. The matter of cataloging 
an item of supply significance prior to its receipt into the supply system is one 
of the cornerstones of the present Navy supply system. The provisioning concept 
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is the only method developed to date for stockage of technical items which 
actually determines what is a new item for each new model, and what is either 
a standard item or a contractor or vendor item previously stocked and already 
within the supply system. 

I will contact you within the next few days to arrange a meeting with you 
and your staff on this very urgent and important problem. 

H. R. ASKINS. 

Mr. Brownson. In your testimony, Mr. Secretary, you advised that 
single service purchase assignments cover roughly 75 percent, roughly, 
of the dollar volume of procured items. 

Secretary Loverr. Yes, sir. I issued a warning that the dollar 
value included special technical equipment and therefore was not 
fully responsive to the numbers. In other words, I tried to sound a 
word of caution. That includes ammunition, tanks, aircraft, et 
cetera. 

Mr. Brownson. In your discussion of single service purchase as- 
signments, you also pointed out that you might possibly save money 
by diversifying your sources of procurement. To me that doesn’t 
seem to have any particular relationship to the type of procurement. 
Under a single service purchase assignment it is still possible to pro- 
cure from 25 to 30 small manufacturers as easily as it is to procure 
from one large manufacturer in tremendous quantity. Single service 
purchase assignment doesn’t in any way determine how the contract 
will be let, or to how many contractors. Am I correct in that as- 
sumption ? 

Secret: ary Lovett. I do not think so, I think there is a difference, 
the difference lying in large part, in the element of competition in the 
the procurement itself. We have found that, I believe. Mu- 
nitions Board is now m: king a study on that. 

There are two areas in which perhaps the diversification of pro- 
curement would be more productive than the single service procure- 
ment which is in effect. One of them is in automobiles, which I re- 
call, and there is another item. Certain types of foods and sub- 
sistence are involved. Those studies are in process. I have not seen 
any results from them yet. 

Mr. Brownson. Can’t the single-service procurement officer buy 
from as many sources as he wants to? 

Secretary Loverr. Yes, sir. He is still a single-service procure- 
ment officer. In other words, there may be some better technique 
developed by some other procurement man. I think, Mr. Brownson, 
that we are all groping for the same thing. I am impressed, in part, 
by some historical experience along these lines in years past in con- 
nection with consolidation. The military departments are not going 
into this thing blindly. I think the subcommittee has been adv ised of 
the report which we got from the National Association of Purchasing 
Agents when we asked them in April to give us the best pure hasing 
advise they could on this whole problem. The conclusions were cov- 
ered in a letter of April 9. The group that did the investigation con- 
sisted of the manager of purchasing and packing of California-Ha- 
walian Sugar Refinery Co., the director of purchases for Interna- 
tional Harvester, the vice president of Ford Motor Co., the vice pres- 
ident of RCA, the vice president of Fairbanks-Morse, the vice presi- 
dent of United States Steel, the vice president of Aluminum Co. of 
America, the vice president of Firestone Tire & Rubber Co., the vice 
president of United States Rubber Co., the vice president of Lone Star 
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Gas, the vice president of Detroit-Edison, the vice president of Win- 
chester Repeating Arms, and the executive secretary of the National 
Association of Purchasing Agents. 

Among other things, they pointed out that the group was in unant- 
mous agreement that the creation of any new single centralized, so- 
‘alled fourth service, of the Department of Supply, would be inad- 
visable and unnecessary and probably would compound further the 
practical problems of purchasing for the service. Such a single 
agency necessarily would be composed of or subdivided into depart- 
ments or divisions closely following those of the services. 

If the committee has it, I do not think I will take up more time on 
it. If it has not, I would like to make it a matter of record. 

Mr. Brownson. We have received copies of the report. 

Isn’t it true that other groups have surveyed this field and have 
made recommendations which were essentially the opposite / 

Secretary Loverr. I am not aware of any which have made recom- 
mendations essentially opposite. There may have been some. The 
ones I have seen are those by Mr. Louis Strauss employing outside 
management groups, and this one. I think perhaps of considerable 
importance is the practice of an outfit in this country which is far 
smaller than the military department, but which has considerable 
experience. I am referring to General Motors. General Motors Co. 
publishes a pamphlet called Selling to GM. It points out that there 
are 39 General Motors purchasing departments. I would think Gen- 
eral Motors is entitled to considerable waste in its experience. 

Mr. Brownson. Do you have any idea how many separate items 
General Motors procures in a year as compared to your figure which 
you gave us‘ 

Secretary Loverr. I should think it would be a very small fraction. 

Mr. Brownson. I am not so sure, because they buy more parts and 
subassemblies and you buy more complete assemblies. 

Secretary Lovetrr. But they do not buy foodstuffs, which run into 
thousands and thousands of separate items. I would be willing to 
state that the items they purchased are substantially less in number 
as well as in dollar value. I do point out the experience of General 
Motors as well as some of the other leading companies in this country, 
which indicate that there is no magic, no panacea in centralizing the 
procurement. In fact, they have 39 different procurement offices in 
this country and in some of the types of products they are covered by 
as many as six different procurement centers. 

Mr. Brownson. Wouldn't that still be possible under a single-serv ice 
procurement? You could still have an office procuring uniforms, an 
office procuring pencils, various offices coordinated somewhat like 
this set-up. 

Secretary Loverr. These are in different corporations. They are 
the same items procured by several different corporations. We would 
be glad to make this a matter of record. For example, you will find 
that bearings are procured by five of the General Motors companies. 

Mr. Brownson. What was the item, Mr. Secretary ? 

Secretary Loveir. Bearings. 

Mr. Brownson. By five of them ? 

Secretary Loverr. By five of them. 

Mr. Brownson. Do you have any idea how many different groups 
you have buying bearings? 


FEDERAL SUPPLY MANAGEMENT 43 





42 FEDERAL SUPPLY MANAGEMENT 


Secretary Loverr. I would say they were bought by at least three 
services. 

Mr. Brownson. And within the services by how many technical 
services / 

I think you remember the horrible example i in the Navy’s cataloging 
film about the different items numbers on one bearing alone procured 
through separate agencies. 

Secretary Loverr. If you are thinking of the “Look-alike items,” 
the bearing catalog of the Navy shrank down from approximately 
320,000 items to 16,000 items on cataloging numbers. Those were 
manufacturers’ numbers, Mr. ne when they started, and they 
became Navy numbers, and they can be identified now with com- 
parative ease. 

Mr. Brownson. I think you are to be congratulated on that pro- 
gram. Referring back to this group of purchasing agents you men- 
tioned, I wonder how much actual study they gave this problem. Do 
you know how long they surveyed the field 

Secretary Loverr. The amount of time spent on it? 

I am not aware of the length of time. I understand they had meet- 
ings here and then dispersed to the field. I saw two of them in De- 
troit at a subsequent date before the report was prepared and I would 
say there was a lapse of several weeks between the initial meetings and 
this final report. 

Mr. Brownson. But the actual time that was put in surveying 
wasn’t indicated in the report. 

Secretary Loverr. It isn’t indicated in the report itself. They met 
first on the 12th of March and the report was dated on the 9th of 
April. 

Mr. Brownson. I wish there was some way we could find out the 
actual man-hours that went into it, because reports depend a great 
deal on the amount of field study. 

Secretary Loverr. I do not think these gentlemen would put their 
names to conclusions in which there was not a sincere belief. 

Mr. Brownson. The thing that worries me the most about the single 

service purchase assignment concept is that it results in each service 
keeping its own procurement staff, their facilities and equipment. 
There is also duplication and overlapping to a certain extent in single- 
purchase assignments because you cannot cut commodity groups ¢ lean. 

Most serious of all, it seems to me that the problem of single service 
purchase assignment as it operates now, results in the assignee agency 
being merely a puppet agency that cannot determine any type of 
priority at all. It just lists all of the items as requisitions are re- 
ceived and orders them in chronological order of the request. We 
found out, by talking to the management committee and Assistant 
Secretary of the Army Bendetsen, that taking the orders as they came 
in from the Army, Navy, and Air Force for paint resulted in wasteful 
purchasing. (See subcommittee hearing on Clothing and Textiles 
and ASPR.) The Navy received a tremendous order for six million 
gallons for the Army, and they just wrote it down on the books with 
all the rest of the orders and started to procure it without question. 

It seems to me there is a lack of any regulating point along the line 
to bump heads together and establish any priority. 

Secretary Loverr. Of course, that is one of the theoretical functions 
of the Munitions Board. It is one of the functions which the Muni- 
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tions Board has in the past, in my opinion, been incapable of solution 
for two reasons. The Munitions Board is made up by law of the 
representatives of the claimant services, so that you have, to me, the 
inexplicable situation where the claimant, the assistant or Under Sec- 
retaries of a service putting in their requests and running down 
the corridor and getting it as it comes off the other end of the trans- 
mission belt and sitting as a judge on it. 

I do not think that makes much sense. 

Secondly, the employees of the Munitions Board are, for the most 
part, military personnel. They cannot be wholly independent when 
the system depends, in large part, on their performance and efficiency 
ratings. So in the thinking which I have been putting on this over 
the past 20 months or some portion of the past 20 months, there are 
a number of implications which need to be dealt with in respect to this. 
That is why I say I am not prepared at this time to come out flatly 
and say that this, that, or the other thing is the right answer. I do 
not. know, and I do not think anybody else knows what the answer is. 

Mr. Brownson. I congratulate you on that line of thinking, be- 
cause that is a concept that has occurred to this subcommittee. The 
Munitions Board, which at one time was set up to be the over-all 
civilian control body, the buffer between the Defense Departments 
and the Nation’s production facilities, has turned into another mili- 
tary-dominated agency. 

Mr. Bonner. Let me inject a statement at this point, Mr. Brownson. 

Mr. Secretary, Mr. Hébert, who is chairman of a special committee 
set up under the Armed Services Committee, just told me 2 days ago 
in a conversation on this subject that the Munitions Board should be 
abolished. 

I wish he had issued a report with that statement in it. I agree 
with him. 

Secretary Loverr. Mr. Chairman, I cannot go much further in 
good conscience in going with your committee tonight into trying to 
be forthright on this subject. 

Mr. Bonner. The only point that discourages me is why legisla- 
tion hasn’t been offered from your office to correct these troubles. 

Secretary Lovett. We have drafted legislation on several occasions 
with the consequent result that we have been in an uproar as to which 
is the appropriate or most effective form. 

Mr. Brownson. That point also interests this subcommittee, whether 
the Pentagon is being run by the civilians or is being run completely 
by the brass hats. 

Secretary Loverr. There is a difference of opinion between 
civilians. The brass hats haven't gotten into it. 

Mr. Bonner. They run the Munitions Board just about, don't 
they ? 

Secretary Loverr. The Munitions Board in its statutory forma- 
tion, if it is to act as a board, is overweighted with the military in 
the sense that, while the Board is made up of the assistant secre- 
taries 

Mr. Bonner. It is the Joint Chiefs, then, who do the damage ? 

Secretary Loverr. The Staff is provided very largely by the 
military. 

Mr. Bonner. Is it the Joint Chiefs that do the damage? 

Secretary Loverr. I do not think so. 
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Mr. Bonner. It is something you cannot find. 

Secretary Loverr. I do not think you can isolate one particular 
thing. It is a combination of many faults. That is the point I am 
trying to make. The make-up of the Board, the dual capacity there, 
both as a claimant and a judge, the fact that the majority of the staff 
is divided into the three claimant services—they must show loyalty 
to their service, because their promotions, in their opinion, are at 
stake. 

Mr. Bonner. I admire people who are loyal. But excessive and 
narrow loyalty may interfere with broader objectives functions. 

Mr. Brownson. In the May 31, 1951 (see p. 500, Field Conference 
on Federal Supply Management), memorandum on Munitions 
Board responsibility for military supply management, you say in a 
much more complicated way essentially what you say so simply to- 
night. This business of a civilian under secretary or assistant sec- 
retary pleading his own case before a Munitions Board on which he 
himself sits presents a difficult situation. I take it your recommenda- 
tion here is more or less to the effect that the Munitions Board be re- 
constituted at this time. You cannot recommend, I suppose, but that 
is your suggestion. 

Did anything ever happen as a result of that memorandum ? 

Secretary Loverr. There were changes made which did, in fact, 
remedy this in form. I do not consider that the remedy was fully in 
substance, Mr. Brownson. There was an alteration of representa- 
tion within the department of functions assigned to the procure- 
ment under secretaries or assistant secretaries, which made the ap- 
pearance of conformity quite obvious, but I still do not think the basic 
problem has been cured, although it has materially improved. 

Mr. Brownson. I very seldom disagree with my distinguished chair- 
man, but my conclusion, on the basis of your testimony and the study I 
made of the Munitions Board, is that the Munitions Board must be 
continued because it is very essential to keep this element of civilian 
control over the Defense Department, but I am firmly convinced it 
should be reconstituted as a genuinely civilian element rather than 
one representing primarily the military. 

Mr. Bonner. I agree, but as it goes now that doesn’t exist. 

Mr. Brownson. I agree with that, Mr. Chairman. 

Mr. Bonner. I am not contesting the functions. That has to be 
corrected by law. 

Mr. Brownson. It is very disturbing to go through the Official 
Register under the Munitions Board heading and check off name after 
name and find them either in the military at the present time or re- 
tired military personnel who still have their military loyalties. On 
that basis it looks to me as if civilian control by the Secretary him- 
self is difficult. 

Mr. Bonner. The Secretary himself suggested to the Service Sec- 
retaries that they change their representation on the Board because 
the Secretary of Defense didn’t have the authority himself. 

Mr. Brownson. That is all I have, Mr. Chairman. 

Mr. Bonner. Mr. Curtis. 

Mr. Brownson. Mr. Chairman, if the gentleman from Missouri 
will vield, I would like to thank the Secretary for his very frank and 
helpful attitude tonight and tell him we appreciate the tremendous 
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problems he has to solve. I hope he realizes our whole desire is to be 
of help to him in solving those problems. 

Secretary Loverr. I am appreciative of that, Mr. Brownson. I 
said earlier to the chairman that this kind of investigation done in 
good faith and with intelligence and in good temper can be of enor- 
mous help. I think the chairman is aware of the fact and the mem- 
bers must also be, that in several instances agreement, shall we say, is 
facilitated by the application of a needle at an appropriate part of 
the anatomy at the proper time. That has brought results. I wel- 
come it. One of the difficulties is that we are in perhaps the most 
involved area of all military matters, because it can be widened or 
narrowed depending on what you call logistic systems or what you call 
supply systems or issue systems or procurement. It is about the most 
involved that I have come in contact with. 

Mr. Bonner. I appreciate what you are saying. The concern of 
this committee, as 1 have taken pains at all hearings to note, is that 
this committee has been led to believe and it has been shown by the 
record that instead of those operating the Air Foree trying to get 
planes into the air and be capable of fighting battles, they have given 
much of their time and attention and effort to building up a great 
empire on the ground. That is just what this committee thinks. That 
is with all due respect. 

Mr. Brownson. Mr. Chairman, while the gentleman is yielding so 
graciously, I have just one question I neglected to ask earlier. 

Mr. Secretary, this very excellent paint study made by the Harvard 
group points up the deficiencies inherent in the single service pur- 
chase which you discussed a few minutes ago. We don’t want to go 
back to a situation where each agency buys its own paint comple tely 
independent from the others. At the same time it seems it is neces- 
sary for one authority to determine which agency gets paint first. 
What kind of control is proposed or planned to carry out a recommen- 
dation to this effect that was made by the Harvard group in this sur- 
vey, Which cost the Department of Defense about $112,000, (See sub- 
committee hear ings on “Clothing and Textiles and ASPR” for text of 

Harvard Paint Study). 

Secretary Loverr. I believe the proper place for that is under the 
current Munitions Board, or the proposed equivalent of the Muni- 
tions Board, where the claimant agency should come in and pass 
through a rapid screening. It ought not to take long. It ought to 
be a perfectly simple thing to do, to state requirements, have them 
checked by the single service procuring agency and settled there, 
O. K.’d or not. 

Mr. Brownson. Sort of a ar sag 

Secretary Loverr. It is, in effect, a justification. It is what we do 
in rather an elaborate form on the budget within the Department it- 
self. I believe that is the most satisfactory technique we have de- 
veloped so far. 

Mr. Brownson. Is there any frontal attack under way at the present 
time to bring that plan into effect and so to refine this single-service 
procurement t and make it more efficient ? 

Secretary Loverr. We have a group now working on that particu- 
lar aspect under the Deputy Secretary. It opens up an endless field, 
as you know. This committee knows better than anyone else the al- 
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most complete lack of horizon as you get into one of these things. 
We are making efforts at it slowly. 

I mentioned ‘earlier, you remember, the studies which we are mak- 
ing on the separate service procurement problems. The University 
of Michigan is making the one on automobiles. The University of 
Washington is making t the one on subsistence and food problems. We 
are doing that to make sure we are conforming to the best practice. 

Mr. Brownson. Secretary Bendetsen plac ed in the record of this 
committee a total list of those studies being made by outside groups 
for the armed services. It totaled up to seven or eight million dol- 
lars’ worth of studies. While we are anxious to have the Defense 
Department and the separate departments conduct such surveys of 
their activities as are needed, we would like to know that something 
happens as a result of such surveys when they come up with an ex- 
cellent recommendation such as the one we are discussing. 

Secretary Loverr. Something will happen in that case. 

Mr. Brownson. Can that be expected fairly shortly? Will an in- 
terim report come out of your committee very shortly ¢ 

Secretary Loverr. I would hope that we would get some sort of a 
report out early this fall on it. 

Mr. Brownson. Thank you, Mr. Chairman and Mr. Curtis. That 
is all I have. 

Mr. Bonner. Mr. Curtis. 

Mr. Curtis. Of course, Mr. Secretary, you know that this Ex- 
penditure Committee was the committee which had under considera- 
tion the Unification Act which was eventually passed and is deeply 
concerned about this whole matter as it affects unification. Our sub- 
committee is particularly concerned with unification as it applies to 
procurement, distribution, and supply in all its aspects. 

In your general statement, you say, of course—this is on page 3 

There are, however, those who tend to challenge, from time to time, the 
powers of the Secretary of Defense on the basis of the language “separately 
administered.” 

[ was wondering whether that challenge applies to matters of pro- 
curement, distribution, and supply, or is it more in other fields of the 
Department of Defense / 

Secretary Loverr. Mr. Curtis, it starts out in the combatant func- 
tions; that is, the field operations. Then it leads back in an extremely 
logical series of steps to the so-called logistic commands and into the 
supply system, to the point where they say the combatant function is 
virtually indistinguishable from the supply function. Therefore, 
the prohibitions in the act as to the merger of combatant functions 
should apply to supply. 

Mr. Curtis. In other words, what you are saying is that this idea of 
responsiveness to command starts in the field when they attempt to 
apply ‘that to supply matters. 

Secretary Loverr. It runs a long ways back, Mr. Curtis. I don’t 
mean-—I am trying to be completely frank with this committee—to 
identify this as any very troublesome problem. I am trying to state 
the two sides of the points of view which make a meeting of the minds 
more difficult than if there were some form of general authori ity which 
is contemplated in the bill which was prepared last week or the week 
before. 
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Mr. Curtis. I appreciate that difficulty. Incidentally, on that gen- 
eral subject, General Eisenhower said that was one of the greatest 
shibboleths, in his opinion—responsiveness to command as it applied 
to the supply field. 

As he well pointed out, when you got into one theater of operations 
you had one pipeline and there was complete unification. When you 
actually get out into the fighting zone, where you have an enemy and 
aren't concerned with whose authority extends here and there, they 
seem to get together. If that is so, it is our opinion that could be ex- 
tended right on back, taking your point of view that it starts in the 
theaters, where we are actually operating, taking it on back, I think, 
we would get unification. 

Apparently the disputes stem right here from the Pentagon. 

I think hidden in your statement, through innuendoes, et cetera, 
there is an indication that you feel the failure to really unify our fight- 
ing efforts comes from right here in Washington and is in the Penta- 
gon. 

Secretary Loverr. You certainly love your fellow man a lot more 
when you are getting shot at. 

Mr. Curtis. That is right. I think you do a thing more efficiently, 
too, 

do have something specific I want to get around to. In regard 
to one of the supply problems, the uniform Federal cataloging system, 
that is something that was established by Public Law 152, Eighty-first 
Congress, and I note on page 14 of your statement, at the bottom of the 
page, you say: 

Through administrative procedure we have made real and substantial pro- 
gress on the cataloging and standardization program. 

I think it is a fair statement to say that this committee and the 
Holifield subcommittee of this same Committee on Expenditures are 
far from satisfied with the progress on this cataloging and standard- 
ization program. In fact, we are of the opinion that that is one of 
those instances that you referred to as “a technique of foot-dragging” 
and that they aren’t going ahead and really trying to put that pro- 
gram through. 

Secretary Loverr. I do not think this is clear, this language, as I 
read it. It is not as clear as what I intended to point out. I mean the 
preliminary work which takes place within the separate departments, 
Mr. Curtis, in cataloging; in other words, if you are going to make a 
Federal telephone directory, you have to have each of the directories 
in each of the cities and towns before you can consolidate it. We have 
begun to make progress within the service cataloging systems. I 
mentioned earlier the Navy cataloging on bearings, and so forth. I 
tried to make it clear here that these two agencies, the standards agency 
and the cataloging agency, have now, I think, gotten through three 
of the rather tough ones—clothing, subsistence, and medical. 

Mr. Curtis. But what I am trying to point out, Mr. Secretary, is 
that we have been following that. It has been 2 or 3 years in coming. 
What has been particularly alarming to this committee is to find a new 
bill put in the House setting up a new law telling the militar y organ- 
izations to do what they have already been told to do under Public 
Law 152 and later by House Concurrent Resolution 97. Now we have 
H. R. 7405. Then there is a great cry in oa newspapers, when that 
is finally passed, to the effect ‘that now we : e going to save a great 
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deal of money because the military has been ordered to set up their 
cataloging systems, yet they were ordered to do that by a law for 
well over 2 years and by Executive order for 7 years. 

Secretary Loverr. To be precise, the law places certain functions 
on Federal supply which were subsequently transferred in October 2 
years ago to the military departments. 

Mr. Curtis. Which has been alarming to us, too. We thought we 
could have a unified Federal catalog and still think we can. I am not 
just basing it on generalities, but based upon the hearings conducted 
not only by our committee but the Holifield committee, the various 
military departments have not been cooperating and, as a matter of 
fact, we suspect they have been dragging their feet all along on this 
program. 

Now, one other specific thing in this cataloging. You have com- 
mented on the fact that, of course, the great bulk of purchases and 
dollar volume covers technical items to be used by one service for a 
particular purpose. One reason we are particularly anxious to push 
this Federal cataloging system is that we think a great many common- 
use items have been dubbed technical items, when indeed they are 
not. If we get into this thing, we can probably turn over a lot of these 
alleged technical items and put them in the categories where they be- 
long 2s common use. 

I might give you an example, mattresses and cooks’ hats, for ex- 
ample. Of course, the general field of medical supplies, which is be- 
ing implemented 

Secretary Loverr. Clothing is, too; subsistence, medical supplies. 

Mr. Curtis. Of course, those are already listed as common-use 
items. Our point is that there are many, many items that can be 
transferred to “common-use” designations and one of the favored 
stunts of the military is to list it as technical, and that gets it out of 
the field of general purview and rings down the iron curtain of secu- 
rity on those particular matters. 

On page 10 you point out in regard to this general subject of sup 
ply and logisties that any hastily conceived action at this time might 
result in confusion, delay, and disruption under the present world 
crisis. What alarms me is that the system right now is so full of 
confusion, delay, and disruption that it seems to me we should get 
it in order at this very time and not wait for a greater crisis to occur. 
I do not understand that paragraph, the center paragraph on page 
10, where you, in effect, are saying: “Let’s leave this thi ing alone 
and let’s not disturb it because we are in a crisis.” But we are dis 
satisfied with the system. We think from our observation and the 
committee reports that it is not working very well, and it is costing 
the taxpayers vast sums of money, yet it would seem by your remarks 
that we ought to leave it alone until we get out of this crisis. 

Secretary Loverr. No, sir; I had not intended to create that im- 
pression. In fact, 1 do not think the language does. I point out 
that I think we should move carefully. I think we should move more 
slowly than this committee thinks we should. I do not think we can 
afford to make a mistake. You cannot have men in Korea and in 
isolated places depending on subsistence and operating POL on a 
supply system that has not gotten tothem. You cannot run the risk 
of cutting it off and changing it, because the cardinal thing is the 
efficiency of the military operation. 
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Mr. Curtis. I agree with that, but I think we have found that our 
problems lie here in Washington and not out in the field. You seem 
to be doing fairly well out in the field, but the superstructure up here 
is where we are bogging down. 

Mr. Bonner. I am glad you made that statement. I pointed out 
the frustration and confusion caused in the Air Force by just this 
thing which the Air Force is doing in Okinawa. (See FSM hearings 
on Overseas Supply, p. 606. ) 

Mr. Curtis. Mr. Secretary, on this matier of commercial activities, 
you comment on that on page 13 and I am just wondering what is 
being done toward getting rid of some of the commercial-type activi- 
ties that the armed services are presently engaged in. You are getting 
u new system set up, so that you will know what the cost of it is, but 
we are interested, and our reports indicate that we are interested, in 
seeing that the armed services get out of some of these things. Coffee 
roasting isan instance. I mention that as an example. 

Secretary Loverr. That has been discussed frequently. You can- 
not tell whether it is efficient until you determine the cost. 

Mr. Curtis. We have been doing it for some time, sir. 

Secretary Loverr. But it has never been on the basis so we can 
accurately determine the cost. We are now in the process of deter- 
mining the cost, and I believe the reports are expected this year, aren’t 
they, this calendar year? At all events, it is being investigated. 

Mr. Curtis. It is the policy now not to go into any more commer- 
cial-type operations without figuring the cost ahead of time; is it 
not ? 

Secretary Loverr. We tried to estimate the costs ahead of time. 

Mr. Curtis. Before you go into them? 

Secretary Loverr. Yes. But as you suggest, we are in some where 
costs have not been fully estimated. 

Mr. Curtis. I can assume that when you do get those costs you 
might well go out of those particular fields if your results show 
that. 

Secretary Loverr. That is correct. 

Mr. Curtis. There is one question I mean to ask in regard to the 
Federal cataloging in view of Public Law 152 and your statement 
on page 16 that this work will continue, referring to the catalog. You 
say it will continue on a high priority basis whether or not the pending 
legislation becomes law. I would assume that you feel, incidentally 
as I feel, that any new legislation is unnecessary, that Public Law 
152 was adequate to give you authority to go ahead with the Federal 
catalog, a uniform Federal catalog system, and applies to the miiltary. 

Secretary Loverr. That is the directive under which we were 
operating. 

Mr. Curtis. I am trying to determine whether you felt new legis- 
lation was necessary. 

Secretary Loverr. We haven’t found it necessary. 

Mr. Curtis. In regard to this question, in certain instances you 
said the Air Force might have to set up a common-use item supply 
system of its own, and you mentioned, for example, Africa, where 
the Army won’t be. I was wondering whether or not any thought 
had been given, instead of setting up a complete echelon, complete 
system of supply organization of the Air Force for common-use items, 
whether or not you cannot utilize the present Quartermaster of the 
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Army and assign Army personnel to do the necessary job on those 
bases instead of getting the Air Force into this new business. 

Secretary Loverr. So the question very largely is one of facilities 
here. 

Mr. Curtis. I appreciate, facilities, but I am concerned with the 
question—in fact, 1 was going to ask you about that—you constantly 
refer to facilities and I am concerned about personnel at this par- 
ticular point. Would it be your idea that a great deal of personnel 
would be assigned to the Air Force to handle this common-use item 
system, common-use item supply system ? 

Secretary Loverr. The supply personnel will be there for their par- 
ticular items anyway. 

Mr. Curtis. What there is, I think you will agree, at least in higher 
echelons special assignments for common-use items as opposed to some 
of the others. 

Secretary Loverr. And there are no Army facilities in the district 
and in the area—they would draw down from the basic central supply 
area which would probably be Army cognizance, single procurement 
of foodstuffs, et cetera, but the warehousing and issue as contemplated 
is an Air Force function. 

Mr. Curtis. I am wondering whether consideration has been given 
to utilizing the Army’s personnel and transferring them there, you 
are doing that as far as the Engineer Corps is concerned. They are 
building those bases out there, rather than the Air Force. In fact, 
there is another big question, whether the Air Force is going to set 
up an engineering corps of their own, which disturbs us. Why 

can’t we use the supply corps if you want to call them that for desig- 
nation purposes, for this common-use supply. I do not quite under- 
stand why you cannot use them. 

Secretary Loverr. I do not believe I follow you into the area of 
saying if there are no Army people there and it takes six men to 
make the issue or six Air Force, it wouldn’t make a difference. 

Mr. Curtis. Simply to avoid giving the Air Force a foot in the 
door to set up a complete superstructure for supply of common-use 
items as far as personnel are concerned. That is what I am seeking 
to avoid. 

Now a question on offshore procurement: I take it, in fact your 
statement does say, that you do not agree with the committee’s recom- 
mendation that Mr. Draper, as the special representative for the Mu- 
tual Security Program abroad, should be the one to implement that 
program. 

I am wondering if in your opinion this isn’t a matter for legislative 
action. Shouldn’t the Congress actually determine what the best set- 
up to handle this program abroad should be, rather than have this 
done in a hit-or-miss manner. Let’s not say hit-or-miss manner, 
but let us say done simply by the various agencies that are concerned, 
like the military? Don’t you think this is the proper field for legisla- 
tive action ? 

Secretary Loverr. No, Mr. Curtis, I do not. I think this is a field 
of such complexity and a field in which I have had some experience 
in the past, that it cannot be dealt with satisfactorily by legislation 
except in the most broad terms. I think the terms you currently 
have are adequate if properly implemented. I believe we have made 
that step. There isa document I refer to here, this Joint Coordinating 
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Board. It unfortunately, since it involves the other members of 
NATO and their particular arrangement, is classified as secret. I 
see no objection to having the counsel of the committee or the chair- 
man informed in general terms of it. 

Mr. Bonner. The hour is getting late, and we realize the Secre- 
tary is very cooperative and I know it is a trying ordeal to work all 
day and go through an ordeal like this in the evening. 

Mr. Curtis. I did have some questions on this situation of screen- 
ing the excess personal property, rather than go into all that, I 
want to make one comment. ‘The one thing that disturbed us was that, 
although you had this procedure set up as you describe in your pre- 
pared statement, our experience and our investigation here in Wash- 
ington and later when we went abroad, established quite clearly that 
it wasn’t working. In fact, when we went over to Europe in Novem- 
ber, we found a lot of material, several million dollars worth of ma- 
terial in warehouses that had not been adequately screened and were 
not being utilized. I just wanted to comment that the system on paper 
looks good, but the subcommittee’s experience is that it isn’t working. 

Secretary Loverr. I do not think : did work initially. I do not 
think it was properly implemented. I do not think it was until after 
the turn of the year some time that ia appropriate operating regula- 
tions were issued by the various departments in accordance with the 
NATO agreements. I think it is in fair shape now, Mr. Curtis. 
Certainly, it is quite different from what it was when the subcommittee 
investigated it. 

Mr. Curtis. In one with the surplus military equipment, 
you state little can be added at this time to what has already been 
said in connection with the disposal of property from World War II. 

The indication I get from that whole statement is that the De- 
partment of Defense has no recommendations to us as to how we can 
set up a better force to handle excess personal property, and we are 
deeply concerned about how to write a law that will do the job. I 
think we need very much the advice of the Department of Defense 
and the military branches along the lines of what they think would be 
helpful in doing this. 

Secretary Loverr. I do not think I said anything like that. 

Mr. Curtis. I say I may have misunderstood the last paragraph, 
but that is the impression I got from it, that you had no recommenda- 
tions. 

Secretary Loverr. We will be glad to sit in on the problem with 
you. What I am trying to point out to the subcommittee is that. re- 
gardless of what you may put into the law, we have to take into effect 
that after the end of a period of tension, these various pressures build 
up for the release of this, that, or the other plan to the civilian economy 
through the release of this equipment to private industry or to schools 
or veterans’ groups or what not, and furthermore, the problem of 
availability of funds and personnel becomes absolutely overriding. 
That was not a function of the military departments at the end of 
World War II: there was a separate agency set up. We had an 
awful lot of trouble as a result. We would be delighted to sit in 
with you, but I wanted to sound that note of warning. 

Mr. Curtis. There was a comment on that. You make a state- 
ment in here to the effect that as far as retaining title to some of the 
property that we are turning over to foreign governments, that isn’t a 
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system that would work because these foreign governments—I am try- 
ing to find that particular statement. 

Secretary Lovert. It is on page 23, sir. 

Mr. Curris. Yes, what concerned me about that is that I think that 
the terms could easily be of such a nature that the foreign governments 
would not be placed in a position where these could be recalled at any 
time. Asa matter of fact, it would be based on our defense, and if it 
is our property, I think as long as it is being utilized for that defense, 
you could easily write the proviso clause in a manner so it would be 
acceptable to the foreign governments, but at the same time in the 
event they no longer needed that and it was no longer needed for our 
mutual defense or they didn’t want to use it, it would revert to uyrather 
than title being retained by them. 

Secretary Loverr. That is in the agreement basically. 

Mr. Bonner. That was the Bonner amendment. That will bring 
some of this material back as scrap. That will not take effect while 
they are using it or while it is necessary. 

Mr. Curtis. Then you mean by retention of title, retention of full 
title and not with the limitation of the Bonner amendment. We havea 
reversionary clause. 

Secretary Loverr. The only title they get is limited title, because we 
get the right to recapture and we prevent them from transfer. So it 
cannot be the full title. 

Mr. Curtis. Then we agree. I just want to be sure of the language 
that we understood each other. 

Mr. Bonner. Mrs. Church. 

Mrs. Cuurcu. I will be very brief. 

Mr. Bonner. We appreciate your presence here. 

Mrs. Cuurcu. I am glad to be here. 

I would like to compliment the Secretary on the candor and frank- 
ness of his report. Although I am not a member of this Expenditures 
Subcommittee I am a member of the Holifield subcommittee of the full 
Committee on Expenditures in the Executive Departments. I wish to 
ask: Would you be better able to cope with the problems we have oly ud 
cussed, if your own powers and jurisdiction were definitized or in- 
creased / 

Secretary Loverr. I am not sure, Mrs. Church. A great deal of 
actual progress comes not by whip cracking, but by the development 
of an acce ptance of wisdom or approxim: ate wisdom of course of action, 
You can order a group to do something, but an established group can 
find hundreds of ways to take their time and an excessive amount of 
time. I think the act, by and large, confers in its authority, in its 
language, direction of authority and control which is needed. What 
has to be done in addition, I think, is to remove those apparent con- 
flicts, or apparent limitations in the current act. I think I can give you 
an easy instance of what I mean. In the declaration of policy of the 
National Security Act of 1947 as amended, there is this language, and 
as vou are, [am sure aware, this was an extremely controversial affair. 
I first got into this in 1944 when I was Assistant Secretary of War for 
Air. There was a lot of talk about the man on horseback and you had 
to look out for the concentration of power and dictatorship and that 
sort of business. 

There was a fear among some of the services that they would be 
absorbed—the Marine Corps and the Naval Air Service, in particular. 
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So the language of the declaration of policy has this particular phrase 
in it, which very frequently is quoted by the prec pr a who wish to 
limit the power of the Secretary of Defense and thereby perhaps ag- 
grandize the power of the military departments. 

I am not aware of any such purpose in any one of the departments 
today. I must say frankly they have been extremely cooperative and 
high-grade fellows to work with. 

The language I refer to is this: 

To provide three military departments, separately administered, for the opera- 
tion of the Army, Navy (including Naval Aviation and the United States Marine 
Corps), and the Air Force, with their assigned combat and service components. 

Then it goes on: 

To provide for their authoritative coordination and unified direction under 
civilian control or the Secretary of Defense but not to merge them. 

I am trying to be responsive to your question. Tidying up the lan- 
guage dealing with intent would shorten perhaps, but I doubt whether 
it would produce— 

Mrs. Cuurcu. A meeting of the minds? 

Secretary Loverr. Yes. 

Mrs. Cuurcu. I have just one final question. I hope that it is rele- 
vant. In our various constituencies, and, as you know, constantly 
on the floor, the question comes up as to whether we are getting ade- 
quate supplies to Korea. Is there anything in the present situation, 
due to inadequate organization or operation of the Munitions Board— 
such a situation as herein described tonight—which has produced in- 
adequate supplies in Korea, or isn’t there such a situation in Korea? 
In other words, is there a lack of supply in Korea ? 

Secretary Loverr. I am not aware of any lack of supply in Korea. 
On the contrary, I think basically in a supply sense, the situation is 
good there, Mrs. Church. There are occasional shortages in certain 
specialized items as compared with theoretical stocking, but not as 
compared with use. You have seen a great deal of conversation in 
the past about a shortage of ammunition because they have said ammu- 
nition was “rationed.” 

The Army has explained exactly what is meant on that. 

There is always the measure applied to ammunition of days of 
supply, and there is always a restriction on the amount of ammunition 
to be used at a given time, except under emergency conditions, but the 
Munitions Board would have nothing to do with anything like that. 

Mrs. Cuvrcn. Is there any inherent danger in the present situation 
as we have seen it? For instance, I think when you point out that 
the Munitions Board as constituted would not be able to meet the 
exigencies of total mobilization, is there any reason for us to think that 
unless something is done in the more or less immediate future that 
the actual war we are fighting might be endangered by this Munitions 
Board ¢ 

Secretary Loverr. No. What I am trying to point out there is that 
the load carried by the Munitions Bo: ird in partial mobilization is not 
as great in some areas as would be under full mobilization. Yet it is 
vastly more complicated than it would be under full mobilization. 
It is not generally recognized, Mrs. Church, but far more steel is con- 
sumed in this country in peacetime than in wartime. That comes as 
an enormous surprise to most people, but it is a fact. What bothers 
me, among other things, is that under full mobilization with the re- 
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quirements for the military personnel which will come on hard then 
and with the claimant agencies being more urgent in their demands 
for everything, not today, but yesterday, the mechanical form of 
that Board, I do not think is adequate as presently set up. It can be 
made to work, of course. At the present time it can be made to work 
and for some time to come under even expanded requirements, but I 
do not think it is good enough as a permanent organization. 

Mrs. Cuurcu. I think our debt to you is very great for making that 
constructive admission. That is all. 

Mr. Bonner. Mr. Secretary, the subcommittee will make some ob- 
servations on your prepared statement. I- want to run over a few, 
and I will not ask you to comment on them. 

On page 9 you say: 

My point is merely that a large order does not necessarily mean a low price. 

We agree. Each item must be surveyed individually as to the best 
way of procuring it. 

I will say for myself that it took a lengthy hearing to make Secretary 
Alexander admit that collaborative procurement is weak. We are 
pleased that you agree. 

On page 11 you speak about the unified logistics command in the 
Philippines. When the committee was in the Philippines we noticed 
the three branches of the service had three different supply systems. 
Each had its own, Army, Navy, and Air Force. 

On page 14 speaking about the Army transfer to MSTS, this com- 
mittee in New York found $15 million worth of stock at MSTS, which 
they couldn't use, but had formerly been used by Army Transport. 
I wonder what became of that $15 million worth of warehouse stock 
that was formerly used in the serv ic e of these transports, for the same 
identical vessels. 

On page 16, line 4, you say: 

* * * so IT would object to legislation which required the Secretary of Defense 
to exercise any of his powers to a particular individual, or which required him 
actually to operate a supply or distribution system. 

When you have a specific statute, you have a standard of perform- 
ance. Congress likes to fix responsibility for a thing to be done. 

Page 20, where you speak of the Joint Coordinating Board—I have 
this comment—that to this committee it looked sort of disorganized 
when we saw it in Europe. 

On page 21 you say that MAAG can only advise. I can only read 
a statement taken from the hearing. 

In line with Mr. Lantaff’s question, General Rice at Rome was 
asked this: 

Does the effort to integrate the purchase supply system start at this level or 
have you received any policy directives from Washington? 

General Rice answers: 

I have received no policy directives concerning that. I started from this level. 

Mr. LANTAFF. Have you made any recommendations to integrate that? 


Colonel Ropertson. No. 
Major General Rice. If I may say so, that doesn’t come within my military 


advisory group mission. 

That was in relation to Mr. Lantaff’s question : 

Have you made any recommendations to the Italian Chief of Staff with refer- 
ence to supplies? 
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Now, on page 22, where you referred to JAMAT and JUSMAT, the 
question is whether any structural tie-up is being worked out within 
NATO. 

On page 24, you agreed with the subcommittee about screening and 
redistribution of usable property. I would like to call your atten- 
tion to the fact that this committee had a terrible time getting the 
Secretary of the Army, Mr. Pace to take action in his department. 

I do not want to tire you, but H. R. 6887 was introduced by me to 
help correct the competitive-bid situation. 

Current military procurement practice emphasizes negotiation. 
What is your comment with roel to H. R. 6887? If you are not 
prepared, Mr. Secretary, I will understand. 

Secretary Loverr. I haven't that in front of me. I am not able to 
identify it. 

Mr. Bonner. It is a bill which was introduced by this subcommittee 
as the result of its studies with respect to-— 

Secretary Loverr. Now I have it, sir. 

1 am familiar with that, Mr. Chairman. I am not sure that the 
Department’s position has been fully reported to this subcommittee ; 
but, if my recollection is correct, that virtually requires competitive 
bidding in most if not all cases. Our problem arises out of somewhat a 
peculiarity we will say—let us say there is a ship which has an acci- 
dent off some given place—— 

Mr. Bonner. There is no argument about those things, where com- 
petitive bids are impossible. 

Secretary Loverr. If a man has to go in, for example, for an emer- 
gency purchase of some sort, for a purchase somewhat out of the ordi- 
nary, the question is whether he has te call for bids. There are a 
number of things in which that could not be effectively done, and the 
Department will respond to an inquiry on this if you wish. 

Mr. Bonner. The idea is to shift the emphasis. 

So, you will send us down a report on this? 

Secretary Loverr. We will be very glad to; ves,sir. , 

Mr. Bonner. Mr. Secretary, it is not the desire of this subcommittee 
to give the impression that there aren’t a great many top military men 
who do not favor economy and efficiency in supply management. In 
our oversea trip we found that most of the officers who were responsi- 
ble for unified action are in favor of a more unified logistic support of 
that action. I firmly believe that a poll of high officers in the field 
would strongly support that statement. We are deeply appreciative 
of your coming here tonight. You have a tremendous duty and re- 
sponsibility, and this subeommittee does not wish to increase your 
troubles. We do, however, also feel a strong responsibility to help 
improve the Federal supply system which takes so much of our total 
resources. 

Our next witness before this subcommittee will be Secretary Fin- 
letter. 

Mr. Secretary, I hope we haven’t overtaxed you and you get a good 
night’s rest and feel refreshed tomorrow. 

Secretary Loverr. Thank you very much. 

Mr. Bonner. Thank you very much. 

This concludes the hearing this evening. 

(Whereupon, at 11 p. m., the subcommittee adjourned.) 

(Information requested during the hearing follows :) 
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(Nore.—Secretary Lovett issued a new Munitions Board Charter 
on July 29, 1952, making the Chairman a “czar” over supply matters. 
See exhibits 1 and 2, pp. 175-176.) 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., July 4, 1952. 
Hon. WILLIAM L. DAWSON, 
Chairman, Committee on Expenditures in the Executive Departments, 
House of Representatives. 

DEAR Mr. CHAIRMAN: This is in reply to your request of March 5, 1952, for 
Department of Defense views on H. R. 6887, a bill to amend section 302 of the 
Federal Property and Administrative Services Act of 1949 and section 2 of the 
act of February 19, 1948. 

Section 1 of the bill would amend existing law so as to limit the authority to 
make purchases and contracts for supplies and services without advertising to 
those cases in which a determination has been made and a memorandum in 
writing filed stating either that market conditions do not permit full and free 
competition or that the nature of the supplies and services do not admit of 
use of precise specifications. In addition, section 3 of the bill would provide 
for the issuance by the Secretary of Defense of such regulations as he deems 
necessary with respect to the administration of the Armed Services Procurement 
Act of 1947. Such regulations would be binding upon all officers and agencies 
concerned with the administration of that act. 

The Department of Defense is strongly opposed to the enactment of H. R. 
6887. 

While H. R. 6887 would not repeal section 2 (c) of the Armed Services Pro- 
curement Act, it would limit the application of that section to the negotiation of 
contracts for supplies or services where market conditions are unsatisfactory 
and to certain isolated cases in which research and development is involved. For 
example, it would vitiate section 2 (c) (1), which now allows negotiation in the 
public interest during a period of national emergency declared by the President 
or by the Congress. For example also, it would virtually destroy the authority 
of the Secretary of the Navy, which is vitally necessary for the national de- 
fense, to negotiate contracts for architectural or engineering services where 
existing facilities of the Naval Establishment are inadequate. That authority 
is contained in the act of April 25, 1989 (453 Stat. 591), and is incorporated into 
section 2 (c) of the Armed Services Procurement Act by paragraph 17 thereof, 
which authorizes the negotiation of contracts “where otherwise authorized by 
law.” 

H. R. 6887, if enacted into law, would seriously disrupt the procurement pro- 
gram of the Department of Defense. It would delay purchases of emergency 
replacement items needed in Korea and would delay procurement of military 
equipment necessary to achieve a minimum defense. Furthermore, the bill 
would delay the procurement of supplies or services needed on short notice be- 
cause of fire, flood, explosion, or other disaster. In addition, it would hamper 
the procurement of essential equipment for, or repair to, a ship or aircraft when 
such equipment or repair is needed in order for the ship or aircraft to fulfill its 
mission and comply with issued orders. 

The bill would also defeat entirely the policy of broadening the industrial base 
of suppliers and would permit contractors to include abnormal contingency al- 
lowances in contracts calling for deliveries over an extended period of time. 
H. R. 6887 would, further, require formal advertising for small purchases where, 
in many cases, the cost of advertising might exceed the cost of the supplies ob- 
tained. It would also impair the small-business program and interfere with the 
program for procurement in distressed areas. 

The need for authority to negotiate contracts under situations set forth in 
section 2 (¢) of the Armed Forces Procurement Act of 1947 is considered vital 
to the military departments during the present period of national emergency. 
In granting that authority, the Congress recognized that there are numerous 
situations in which the exercise of judgment by the purchasing officer should not 
only be permitted but should be encouraged. Inasmuch as there exist today con- 
ditions similar to those which prompted the Congress originally to enact section 
2 (c), limitations such as are contained in H. R. 6887 should not now be imposed 
upon the procurement programs of the armed services. It must therefore be 
pointed out that enactment of the bill H. R. 6887 would so severely limit this 
authority to negotiate contracts as to destroy the entire concept of purchase 
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through negotiation in the areas where, at the present time, such medium of pro- 
curement is essential to the national interest. 

Section 3 of the bill would provide for the issuance by the Secretary of De- 
fense of regulations for the administration of the Armed Services Procurement 
Act of 1947, which regulations would be binding upon all officers and agencies 
concerned with the administration of that act. The National Security Act of 
1947 (61 Stat. 495), as amended, vests in the Secretary of Defense the authority 
necessary to accomplish the objective of section 3 insofar as it pertains to the 
military departments. It is noted, however, that the provisions of the Armed 
Services Procurement Act of 1947 are applicable, in addition to the military de- 
partments, to the United States Coast Guard, and the National Advisory Com- 
mittee for Aeronautics. It is believed to be inappropriate to make such rules 
and regulations as may be issued by the Secretary of Defense binding upon agen- 
cies outside of the Department of Defense. 

The Department of Defense is unable to estimate the fiscal effects of H. R. 6887. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to the Congress. 

Sincerely yours, 
RoGer KENT. 


THE SECRETARY OF DEFENSE, 
Washington, July 4, 1952. 
Hon. WILLIAM C. LANTAFF, 
House of Representatives. 

DEAR Mr. LANTAFF: You asked me questions on two subjects when I testified 
before the Intergovernmental Relations Subcommittee of the Committee on 
Expenditures in the Executive Departments on June 24, which I was unable 
to answer to my satisfaction, and possibly yours, because I did not have an 
accurate knowledge of the chronology of events. 

1. You asked if 1 knew why Secretary Forrestal’s directive of November 24, 
1947, delegating final power of decision to the Chairman of the Munitions Board 
in the procurement assignment field, had been rescinded. 

I have checked the records and find that the authority given to the Chairman 
by such directive was revoked by a charter dated June 9, 1948, which vested 
power in the procurement assignment field in the Board rather than in its 
Chairman. Secretary Forrestal signed that charter, and on November 3, 1949, 
a charter containing a similar provision was signed by Secretary Johnson. 

You may also be interested in the number of single-service and joint-agency 
procurement assignments made by the Board to date: 


(a) Prior to Nov. 24, 1947 , * — ‘ » 
(b) Between Novy, 24, 1947, and June 9, 19458 15 
(c) Subsequent to June 9, 1948 é 


I have not been able to determine why Secretary Forrestal in June of 1948 
divested the Chairman of the Munitions Board of power of decision in this field, 
but, as you can see from the figures quoted above, progress in single-service and 
joint-agency procurement assignments did not stop when authority was vested 
in the Board rather than in the Chairman. 

2. You read certain directives issued by Air Force General Kessler, which 
referred to policy memoranda issued by former Assistant Secretary of the Air 
Force Zuckert. 

While you probably know the dates of these directives, I investigated to make 
sure that they had not been issued subsequent to my own directive of July 17, 
1951, and have found that they were issued on March 13, 1951, and June 8, 1951. 

I would be grateful if this letter could be inserted in the record at an appro- 
priate place, and will be happy to supplement the information if you so desire. 

Other information to be furnished the subcommittee is being assembled and 
will be submitted to the staff of the subcommittee within the time agreed upon 
between the staff and representatives of my office. 

Sincerely yours, 
Rosert A. LOVETT. 
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WEDNESDAY, JUNE 25, 1952 


Hovse or ReprResENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
oF THE CoMMITTEE ON EXPENDITURES 
IN THE Executive DepaRTMENTs, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 8 p. m. in room 
1310, New House Office Building, Herbert C. Bonner (chairman of the 
subcommittee) presiding. 

Present: Representatives Bonner, Shelley, Fine, Mrs. Harden, 
Brownson, and Meader. 

Also present: Thomas A. Kennedy, counsel to the Committee on 
Expenditures in the Executive Departments; Herbert Small, associate 
counsel; and Ray Ward, staff member. 

Mr. Bonner. The subcommittee will come to order. 

Mr. Secretary, we are very pleased to have you. We are pleased that 
you are able to be with us tonight to discuss the conclusions and 
recommendations contained in the House Report 1994, which was 
issued by the Committee on Expenditures, on May 23, 1952. The 
report contains some criticism of the Air supply system and we feel 
it just to give you full opportunity to express yourself on the report. 

I want to add, Mr. Secretary, that we all have a very high regard 
for your honesty, integrity, and ability. We share with you a deep 
concern about our air arm. We all realize that in these times it is 
the first line of offense and of defense. We do not believe in the 
balance-of-forces concept that is not based upon needs. We think 
that first things must come first and the military experts should be 
able to decide upon the priorities requisite to carry out our national 
commitments. 

We are worried, Mr. Secretary, about the waste caused by duplica- 
tion in and between the military supply systems, by the lack of stand- 
ardization of common items, systems, procedures, by lack of uniform 
catalogs, by the inflationary trends caused by the competition be- 
tween services, by the unnecessary expansion of services when exist- 
ing ones are adequate or could be improved to meet the needs, et 
cetera. 

We want planes in the air and not big administrative organizations 
that take money from the planes. We wish that you could assure 
this subcommittee and the Congress that you are wholeheartedly try- 
ing to eliminate wasteful practices and that the Air Force will take 
the leadership in advocating and practicing unification in the services, 
procedures, and systems, et cetera, which are of a common nature. 
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I do not mean technical matters which are uniquely the part of one 
agency. 

“Mr. Secretary, I expect you have a prepared statement, and the 
committee would be delighted to hear it at this time. 


STATEMENT OF HON. THOMAS K. FINLETTER, SECRETARY OF THE 
AIR FORCE; ACCOMPANIED BY LT. GEN. 0. R. COOK, DEPUTY CHIEF 
OF STAFF, MATERIEL; AND JAMES T. HILL, JR. GENERAL 
COUNSEL, AIR FORCE 


Secretary Finuterrer. Mr. Chairman, I have no prepared state- 
ment. I would like, however, to suggest two things, one that I file 
with this subcommittee as part of the record a statement by the Un- 
der Secretary of the Air Force, Mr. Gilpatric, before the Committee 
on Appropriations of the United States Senate, which has a bearing 
upon the subject with which you dealt in your opening remarks. I 
think that might be of value to our record. 

Mr. Bonner. The statement that was presented to the Senate ? 

Secretary Frnuerrer. It was presented to the Committee on Ap- 
propriations of the United States Senate. 

Perhaps I might leave that with the chairman and if he thinks it is 
of value in the record, he will incorporate it and, if not, it can be omit- 
ted from the record. 

I would like to make a few general remarks about the subject mat- 
ter of this evening’s meeting. In the first place, I am very grateful to 
the chairman for his generous remarks in his opening statement, and 
IT am willing now to give the assurance which the chairman suggested 
be given in his opening statement ; namely, that the Air Force will, as 
it already is doing, make every possible effort to unify operations of 
all kinds, not just supply, but any kind of operation, where the effect 
of such operation is to enhance efficiency or without losing efficiency to 
reduce costs of this already very heavy burden which the Military Es- 

tablishment puts upon the American t: ixpayer. 

I have read the report of the committee, the intermediate report, 
the sixteenth intermediate report of May 23, 1952, with great atten- 
tion, and I would like to say that I welcome and am pleased with the 
thorough review which the committee made of the Air Force, es- 
pecially in its overseas trip. It is a very difficult job, Mr. Chairman, 
for us who have any responsibility in any of these military depart- 
ments to keep expenses down and to get the maximum return for the 
taxpayers, especially is that true in the enterprise of the magnitude 
of the Air Force, which I imagine is about as big in terms of ‘dollars 
which are available to it, as any organization in the world. 

It is especially difficult also during a time of expansion when the 
Air Force has been jumping forward by leaps and bounds. 

As the chairman knows, when I first became Secretary the Air 
Force was 48 wings. It then jumped to 58, 78, 85, and 95. Its present 
authorized level is 95. During the past year an increase of 50 percent 
over that figure, to 143 wings, ‘has been approved by the executive side 
and is ¢ ‘urrently before the Congress in the authorization and appro- 
priation legislation of the Congress. 

That is an enormous task. 
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We also lack the profit motive which is available in a private enter- 
prise, which is an automatic check upon inefficiency in spending its 
funds. 

For that reason we have paid particular attention, at least as long 
as I have been associated with the Air Foree—and I know also before— 
in seeking devices to hold down expenditures. We have attacked this 
problem, Mr. Chairman, in three main ways. In the first place, we 
ge in our supply organization, which centers in the Air Matériel 
Command General Rawlings as Commanding General and in the 
Deputy Chief of Staff, Matériel, General Cook, who is sitting at my 
right, one of the most able officers I think there are—I should say they 
both are two of the most able officers there is. They spend a major part 
of their time in attempting to create efficient methods which will pro- 
duce the maximum in terms of efficient results for the taxpayers’ dol- 
lar. But also in the broader considerations which have faced the Air 
Force leadership during this past 214 years that we have been 
adopting another policy, which is to strike at the major items. 

There are two major items of expense in any military establish- 
ment which really produce all the other supporting charges on the 
establishment. Those are the machines and the men. Those are for 
the ordinary appropriations. For the public works appropriations, 
there are the bases. Those are the three things where economies can 
be practiced. In the case of bases, if I may take up the third one 
first, we have been in a position there of very rapid expansion and we 
are so far behind in our base structures—that is to say, our base struc- 
ture is so far behind the two other elements of the Air Force—the 
men and the machines—that in a way no major saving was made 
there except in terms of efficiency of operations. But in the other 
two—the machines and the men—a real opportunity for major sav- 
ings presented itself to the Air Force management. 

In the case of the machines, we made a major decision, which has 
produced a major economy. We did not cut the striking power, the 
number of wings of the Air Force, but we did very sharply curtail 
the supporting elements that go to support those wings. In par- 
ticular, we stuck at the question of reserve aircraft. 

As the chairman knows, any striking force, whether it be the 
Air Force, Navy, or Army, should have, if it is going to maintain 
itself, at an equal striking level after hostilities begin, a reserve of 
whatever it may be—tanks or ships or men or airplanes—to take the 
place of those who will have fallen in the early days of combat. 

Our estimate is that if, for all our efforts, war should come upon 
us, the assignments which the Air Force would have to take on would 
result in very heavy losses and the normal thing to do would be to 
have prepared the necessary planes and crews in reserve to take the 
place of the attrition of the early months until the great production 
of machines and men of this country could get under way. If you 
do not do that, you have a very sharp drop in your striking force. 
That means that you will have less force to bring to bear upon the 
enemy, indeed at a time when his forces, if he be an aggressor, are 
probably increasing. 

To decide, as we did, to have no reserves of aircraft and men to 
take the place of the combat losses, was a very serious, a very grave, 
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decision, and yet, because of our philosophy that we must hold this 
budget for the Air Force to a level which the people will sustain over 
a long period of time, we decided, with the approval of the Chiefs 
of Staff and the civilian secretaries and eventually the President, to 
present a budget which made no such reserve whatsoever. 

The saving here would be billions of dollars. I would hesitate to 
guess at what it is. But it is most substantial. 

We saw a second major way in which we could make savings, and 
that was in terms of personnel. In an industrial company or any 
private company your personnel are held down by the fact that the 
plant manager, or whoever it may be, knows that he has to account at 
the end of the year on his profit-and-loss statement and, therefore, 
he is not going to have extra charges for men in there, for employees, if 
it means that that is going to adversely affect his profit-and-loss state- 
ment. We haven’t got that. So we struck very hard a that problem. 

I venture to say with great pride in the management of the Air 
Force that the plans for the 143-wing force, I believe, have effected 
a major economy in this regard. The figures speak for themselves. 
We are making an increase from a 95 wing to 143 wing, or roughly 
speaking, an increase of 50 percent in striking power of the Air 
Force. 

We are increasing our military personnel by only something be- 
tween 13 and 14 percent. I think those figures show that a very 
daring attempt has been made to practice economy in those regards. 

By this, I do not mean to say that we are not alive to the kind of 
economy which is suggested in the report of your committee. We 
are. As I say, I welcome the suggestions of the report. They are 
being very carefully studied by the Air Staff, and they will be fol- 
lowed at every point where we, in good conscience, believe we can 
effect an economy by following them. 

There is one major point, however, in which I am not in agree- 
ment with the report of the committee, and that is in the question, the 
basic philosophical question, of the third supply service which the 
committee apparently believes we are trying to set up. Quite apart 
from what I would say are the particular facts in the matter, I would 
like to state what is the policy of the Air Force in this regard. 

First of all, the Air Force has had a third supply system since, I 
believe, 1917, when it was part of the corps of the Army. I think that 
the committee recognizes in its report that it has to have that third 
supply system insofar as the special items, those items special to the 
Air Force, are concerned, but the report of the committee, the May 
23 report, indicates, states, that the committee believes that we are 
seeking to move out into the so-called common-use items where the 
committee believes ‘we should keep out of, in order that there be true 
unification and in order that we may cause to be done by the two 
other services the functions of procurement and warehousing for 
these common supply items, all with the result that there would be a 
greater economy to the taxpayer. 

In the first place, let me say, Mr. Chairman, that the Air Force 
policy is not to create any such third supply service for common items. 
The Air Force has always, and I hope always will, tried to keep to 
the business of flying airplanes to the maximum extent possible and 
to divest itself of responsibility of this supply type and of other 
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types, such as engineering. For example, while it is a little off the 
subject of your report, I am opposed to the Air Force taking on the 
engineering function. We have the Corps of Engineers. They are 
experts in the field. We hope that they will take care of our business. 

The same thing applies to all the technical services of the Army 
and the Navy which we utilize. 

I think I may therefore say, in qualification of what I have just 
said, that we apply that principle only where we believe it is in the 
best interest either in terms of the effective result or in terms of econ- 
omy to do so, 

For example, if we believe that the procurement of certain types of 
equipment to go in an airplane can be better done by the Air Force, 
because of its primary concern with the airplane, I would not recom- 
mend that this be handled by the technical service of one of our sister 
services. In other words, I apply the standard of how the job can be 
best done and most economically done. I really think, Mr. Chairman, 
that any differences which may exist between the subcommittee and the 
Air Force are questions of the application of this principle which I 
have just announced. I find nothing in principle in the report of 
your committee with which T disagree ro ause, as I understand the 
principle, it is just that the technical and special operations of any 
one of the services must be carried on by it because you cannot apply 
me angen ated princ ime to those things, specifically in the case of 


where you « ot have airplanes, bought by a common 


airplane 
service, in my opinion, cn get the right kind of airplanes. You cet 
tainly cannot get the right kind of guns on those airplanes. You 
cannot get the right kind of electronics, and so on. 

On the other end of the line are common items, such as soap, cloth 
ing, food, et cetera. (Juite obviously, there is ho magic of procure- 
ment there, and they should be procured by a unified central service, 
at the present time one of the other services. 

I think differences, as I read your comments in your excellent report, 
come really from the question of how we are applying this principle, 
and I think that the differences between us center, re: ally mainly, on 
the ware ‘housing, on the storage qu iestion, rather than on the procure- 
ment question, if I read your report right. 

[ will be very glad, Mr. Chairman, and I think it would be profit- 
able to discuss some of the detailed questions where there are criticism 
hy the subcommittee of what we are doing, and I will try to explain to 
the | est of my ability why I think what we are doing fits in with the 
principle on which I think we are commonly agreed, or if I cannot 
explain that, to go back and study the thing and see what changes we 
can make. 

Mr. Bonner. Now, Mr. Secretary, before we go too far, you have 
offered this statement of the Under Secretary of the Air Force. Mr. 
Gilpatric, to the Senate committee, and you offered it here as your 
statement. , 

Secretary Frnierrer. I didn’t mean to do that. 

Mr. Bonner. You want it inserted in the record as part of the 
record. , 

For your benefit, I want you to know that we were aware of this 
statement. I want to read vou a letter which was directed to Senator 
O'Mahoney. in response to this statement, so you will be well aware 
of the fact that the statement had been reviewed by this subcommittee. 
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My attention has been called to a recent statement presented to your subcom- 
mittee on military appropriations by Under Secretary Roswell Gilpatric. 

I will not burden you with a refutation of the many charges made in this 
presentation except to point out a few examples which are indicative of the 
quality of these allegations. An allusion was made to Eisenhower’s statement 
to the membership of our subcommittee. This was quoted out of context and 
given in an altogether different light than that in which the General offered it. 
The point which pertained to the Air Force situation was evidently ignored in 
order to achieve a desired effect. I should like to quote Eisenhower’s remarks 
in this regard. 

“IT reached the conclusion, and I am sure that he (General Spaatz) did also, 
that something had to be done to provide a system under which each service 
and each force could have all that it needed for its operation without a lot of 
duplicating hospitals, depots, and other supply overhead. I felt that much could 
be done to improve the situation that existed in the services at the end of the 
war.” 

In view of the Gilpatric statement, I feel that it is necessary that I make 
available to you in advance the galleys of our overseas conference transcripts, 
which we plan on having printed for the Congress. They lay bare the attitudes 
of the military field officers. It will be noted that our conferences were with 
responsible Air Force officers in the field, on the record, and enunciating official 
Air Force positions. 

Predeparture briefings included also in this galley outlined the Air Force 
supply system. All available background material on the Air Force supply 
structure has been studied by the membership and the staff, and we had the 
benefit of Mr. Gilpatric’s contribution to our hearings on July 20, 1951. We plan 
shortly on recalling the Under Secretary as a witness, 

I have attached a directive of General Kessler, an official Pentagon Air Force 
spokesman, which reveals the real intent of the Air Force in this supply split 
from Army support. 

I believe these examples, our report, and the galleys of our hearings will 
indicate the thoroughness of our study of this problem. 

It is signed by me as chairman of the subcommittee. 

I guess you have read General Kessler’s directive. 

Secretary Fixuetrer. Yes, sir. _ 

Mr. Bonner. What is your reaction to it in the light of the state- 
ment that you have just made and his directive? There is a great 
deal of conflict here. 

Secretary Finverrer. I do not think so, Mr. Chairman. The Kes- 
sler directive has been 

Mr. Bonner. You just said you didn’t want any engineering corps 
in the Air Force. 

Secretary FINLETTER. Quite so. 

Mr. Bonner. He doesn’t agree with you on that. 

Secretary Finverrer. Yes, but, if I may say so, it doesn’t make any 
difference whether he agrees with me or not, because his directive has 
been canceled, as has been the directive of Mr. Zuckert. 

Mr. Bonner. What date was that canceled ? 

Secretary Frnterrer. It is canceled by the Department of Defense 
directive of Mr. Lovett of July 17, 1951, and it was canceled by that. 

Mr. Bonner. Mr. Secretary, we were in the field last fall, after 
July, and they were still operating under this directive. They hadn’t 
heard of any cancellation. So our hearing confirmed that statement. 

Secretary Fryuerrer. I would like the opportunity to review the 
directives in this regard, unless General Cook can give them to me now. 

Mr. Bonner. This is certainly an interesting statement you make 
because the officers in the field who have charge of these various sta- 
tions do not know anything about it. They never had any knowl- 
edge, Mr. Secretary, of Mr. Lovett’s directive of cancellation. Let me 
tell you this, Mr. Secretary, before you answer: In Tokyo I was not 
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looking around spying at all. I made a mistake and got into the _— 
building. I met three Air Force officers and I asked them how I coulc¢ 
get where I wanted to go. They said that this was the building that 
they had leased to set up their own supply system and their own en- 
gineering corps office. They were going somewhere and they told me 
they would show the way. I invited them to ride in the car which I 
They asked me if I happened to be Congressman Bonner. I 
said I was. I told them I wouldn’t ask for their names or anything 
else, but I was glad to get the information they had told me about be- 
cause according to our hearings the things they said were going on 
weren't going on. So it is very enlightening to me to have had the op- 
portunity to meet those gentlemen. 

That is just an instance. 

Secretary Finterrer. Mr. Chairman, in the first place, if the Air 
Force were planning to set up a third supply system, that could 
only be done in fact, by decisions arrived at at the headquarters of 
the USAF and approved by the Congress, because it involves money 
to set up a third supply system. It would involve getting appropria- 
tions to purchase directly and to warehouse directly, and all that 
would be subject to review by the authorized authorities. 

Mr. Bonner. Are you aware of the fact that they are building 
warehouses and removing stocks from Army depots and putting them 
in Air Force warehouses ¢ 

Secretary Frnverrer. I think that very well may be, in some in- 
stances, and I venture to suggest that that is within the policy that 
you have and I have agreed on. 

Mr. Bonner. The Army officers say they have adequate space to store 
the Air Force supplies. 

Secretary Finterrer. Let’s take, first of all, the question of the 
establishment of a third supply system. It is impossible to establish 
any third supply system for any items without a decision of the head- 
quarters of USAF. Policy in that regard is not made by the officers in 
the field. 

In the second place, any such supply system costs money, and we 
have to get the money from the Appropriations Committees and the 
authorizing committees, so therefore, it is the policy of headquarters 
USAF, which determines that question and not any misinterpretations 
of that policy which might exist in the field. 

Mr. Bonner. Mr. Secretary, the gentleman who appeared before 
this subcommittee at the various places we stopped, were the official 
spokesmen. We didn’t invite any particular men. They were the 
official spokesmen in that base in the area. 

Secretary Finverrer. I do not think there is anybody in authority 
outside of headquarters USAF who can decide the question as to how 
the supply system shall operate. That is a decision which is made 
here by the Deputy Chief of Staff, Material, reviewed by the Under 
Secretary and by myself. Nobody has any authority to overrule us, 
no matter what his rank may be in the field. 

Mr. Bonner. Mr. Brownson, do you have any questions? 

Mr. Brownson. That may be the policy, Mr. Secretary, but the 
result seems to be very unusual. We saw the whole Air Force com- 
mon supply system under way, for instance, in Alaska. We saw the 
stocks being separated, saw the warehouses being built, and they re- 
ferred us to this directive of General Kessler which we were never 
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able to get a copy of here in the United States, as the authorization 
for this phased program of taking over the technical service functions 
by the Air Force. 

Secretary Finuterrer. In the first place, I repeat my statement that 
nobody in Alaska has the authority to establish any system except 
in accordance with directives which come from headquarters, USAF. 

Mr. Brownson. Mr. Secretary, they had the directive and were 
doing it. That is the directive on which they were basing their opera- 
tion, which they showed us. 

Secretary Finuerrer. This is not a directive as to how the supply 
system shall operate. This states a blank objective and incidentally, 
it has been canceled. The authoritative document is this document 
of July 17, 1951, and the various pieces of paper which have been 
issued pursuant thereto. 

Mr. Brownson. This July 17, 1951, is the directive, Mr. Secretary, 
of which they did not have any knowledge, at all, in Headquarters, 
Alaskan theater when we were there aproximately October 23. 

Secretary Finuerrer. That may be, sir, because there is no reason 
why they should have knowledge of the papers leading up to the basic 
decisions made in headquarters USAF. 

General Cook is the only officer in headquarters USAF who is au- 
thorized to make such a proposal, and he would make it only after 
consultation with the Under Secretary and myself. 

What General Kepner may think about the subject is unimportant. 
He will receive instructions from the headquarters here as to how the 
basic supply system of the over-all Air Force shall be run. 

Mr. Brownson. How do you account for the fact, then, that this 
previous Kessler directive was being implemented and steps were being 
taken at considerable expense to set up the third supply system for 
common items / 

Secretary Finierrer. That goes back to my suggestion to the chair- 
man. I suggest we discuss individual operations to see whether they 
are in conflict with the policy statement I made. I venture to suggest 
that in most instances—I hope in all instances—they will not be in 
conflict. If they are in conflict, I will be very grateful to the com- 
mittee for having unearthed them. 

Mr. Bonner. Let me read the testimony in Alaska. 

Mr. Bonner. Colonel, you stated that you had never heard of the directive 
of July 17 by Mr. Lovett. I am holding it in my hand. For your information 
I want to read an extract from this directive. “Any expansion of existing supply 
systems for the procurement and distribution of classes of common items of 
supply not already agreed upon shall be made by military department only if 
consonant with paragraph 4 above and if approved by the Secretary of 
Defense.” 

Colonel GrppeNns. Yes, sir. To buy and store common items, Mr. Bonner. 

Mr. Bonner. How did it happen that you didn’t get this directive? I think 
you should have. ' 

Colonel GippeNns. The agreement was made between the Air Force and Quarter- 
master previous to July and, in fact, it was made in May. We received our 
Initial instructions on the assumption of Quartermaster items in May, May 15 

Mr. Bonner. In effect, then, the Secretary’s directive doesn’t mean any- 
thing. 

Colonel Gippens. The Secretary’s directive, I have not seen, sir. 

Secretary Frnuerrer. Let’s take it on the question of warehousing, 
the question whether or not the operations as described are or-are not 
in accordance with the July 17 directive. I do not think it is a relevant 
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issue whether the officer you quoted had knowledge of the particular 
directive, or not. The question is whether or not the superior instruc- 
tions is received from headquarters USAF are in accordance with the 
over-all policy of July 17 and the policy which I have just stated. 

Let’s take the case of warehousing in Alaska. Alaska is an Air 
Force Command, over-all command. The question is whether or not 
in all these foreign situations the particular service should do the 
warehousing. You do not want to duplicate Army, Air Force, and 
Navy separately in Alaska if you can help it. The obvious thing to 
do is consolidate the operation. The question in Alaska, as I under- 
stand it, was whether or not the primary responsibility for the ware- 
housing of the common-use items should be in the hands of the 
Army or the Navy. 

Mr. Bonner. Why didn’t you just take over the Army warehouse, 
then? 

Secretary Frvuerrer. Mr. Chairman, obviously I am not familiar 
with the details of the situation in Alaska, not familiar enough to 
answer you in detail. 

Mr. Bonner. We found the same thing in every theater. 

Secretary Finuerrer. If there is any increase in cost in Alaska by 
reason of the fact that the Air Force is doing the purchasing of com- 
mon-use items, then it violates the directive of July 17 and the policy 
just announced, and it must be rectified. I am not prepared to accept, 
without further examination, that such is the fact. 

Mr. Bonner (reading) : 

To achieve the goal outlined in paragraph 3 above on a world-wide basis, 
it is requested that the necessary studies be made and plans prepared for the 
assumption of these functions in your theater. It is further requested that the 
estimate of funds required for personnel, facilities, and operations for this 
project during fiscal year 1953 be prepared, so that they can easily be included 
in your plans and estimates when called upon to do so. Copies of your plans and 
estimates will be furnished this headquarters for review. 

By command of the Chief of Staff. Alfred A. Kessler, Jr., Brigadier General, 
USAF. 

We asked the Appropriations Committee where these funds were in 
the Air Force appropriations. The Appropriations Committee 
couldn’t point out to us where these funds were. 

That gets back to your statement where you said cutting by amend- 
ment the Air Force appropriation would ‘take planes out of the air. 
This subcommittee is interested in planes in the air, but it is not inter- 
ested in building up a big empire on the ground. 

What this committee is interested in is building an Air Force for 
the air and for the national defense and not a duplication of ware- 
house facilities and supply systems all over the face of the world. 

And the hearings justify the report we issued. 

Secretary Finterrer. Mr. Chairman, I would like to make this 
statement. First, there is not the slightest desire on the part of the 
Air Force to build any supply empire anywhere. On the contrary, 
to the extent that we can get the work done by other people and still 
get our own work done and still not get the cost of the taxpayer 
higher, we like the other fellow to do it. 

Mr. Bonner. It is refreshing to hear you say that, but this subcom- 
mittee doesn’t find that to jibe with the facts. 

Secretary Finterrer. I would be glad to take the time to examine 
each one of these items in detail. 
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I venture to suggest that what we will find is this. We will find 
that in each instance there-has been a bona fide attempt to get the 
best job done possible within the July 17 directive. 

Secondly, I venture to suggest there will be cases that will not have 
been in compliance entirely because men are men and therefore 
human. But I do assure you of this: As far as this headquarters of 
this Air Force are concerned, we are trying to apply that principle. 

Let me go back to this Alaskan business for a minute and even 
though I cannot pretend to be familiar with each warehouse, the 
Air Force has in the zone of interior and overseas, I think you will 
find this to be the situation in Alaska. 

Alaska was an Air Force Command; that is to say, the command- 
ing general of all the forces there is an Air Force officer. An agree- 
ment was made before July 17 between the Quartermaster and the 
appropriate officers of the Air Force, probably General Cook’s di- 
vision wherein the purchase of the common-use items for both the 
Army and the Air Force were to be carried on by the Air Force be- 
‘ause of the predominant interest of the Air Force in Alaska—not 
purchases, just storage. I made a mistake in saying “purchases.” 
The storing would be so done. 

That was a wise decision, it seems to me, looking at it impartially. 
There would be no sense in duplicating and having both store com- 
mon items because of the predominant interest of the Air Force. Be- 
cause of that predominant interest of the Air Force, it made sense as 
an administrative matter to have the warehousing done by the Air 
Force. 

The July 17 directive came out. Is there anything in that situation 
which requires a change? Offhand, I do not see it. If the subcommit- 
tee has something of which I am not, aware, I will be glad to make an 
investigation of it. 

That is not empire building. That saves money from the taxpayers 
standpoint. 

Mr. Bonner. We questioned Mr. Lovett last night about Air Force 
intentions to set up or expand its supply system for common items. 
He suggested that we talk to you. 

Does this letter of March 13, 1951, from Gen. Alfred Kessler to 
the Commanding General, Alaskan Air Command; CG FEAF and 
Commander in Chief USAFE, represent the policy of the Secretary 
of the Air Force 

The policy makes it possible for the Air Force to create a logistical organiza- 
tion that is responsible to and capable of meeting the operational demand placed 
upon it and over which the Chief of Staff of the Air Force will have complete 
control. 


bj 


Then it goes on to say: 

The goal of this headquarters is to complete the assumption of bulk storage 
and depot maintenance responsibilities from the Department of the Army by 
the end of fiscal year 1954. In view of the magnitude of the task we are attack- 
ing the problem piecemeal—that is, technical service by technical service. 

I ask you: Is this policy consistent with that of the Secretary of 
Defense as stated in his directive of July 17,1951? 

Secretary Frvuerrer. It is not, and it is not the policy of the Air 
Force, with this one qualification, that where the operation can be 
carried—— 
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Mr. Bonner. If it isn’t the policy of the Air Force, then what is? 

Secretary Frnierrer. This is a superseded document. This is a 
document of March 13, 1951, and this was, by the way, a planning 
document, only, as I understand it. 

Mr. Bonner. We found this effective in Alaska when we got there. 

Secretary Finterrer. I would like to examine that more in detail, 
Mr. Chairman, because I doubt it. 

I do say this, Mr. Chairman: That the only time when the Air 
Force should take over the storage of common supply items should be 
when to do so will result in the economy to the taxpayer or without 
increased cost, will result in greater efficiency. That is Air Force 
policy, as General Cook understands it and as Mr. Gilpatric under- 
stands it. That was what we are trying to put over. 

If there is something in the Alaskan situation which does not co- 
incide with that policy, I am not aware of it and if made aware of 


it 





Mr. Bonner. I am mighty glad to hear what you have to say about 
it. This subcommittee might take a little credit for having forced this 
directive. It was issued July 17, 1951. We were disappointed when 
we got into Alaska and found the directive hadn’t reached there. 

Secretary Finuerrer. I hoped that I made clear that this subcom- 
mittee is rendering a most valuable service in this report. 

Mr. Bonner. It hasn’t been an easy job, Mr. Secretary. We have 
met resistance everywhere we turn. This subcommittee has not occu- 
pied itself solely with sitting in hearings. These men have gotten out 
and walked all over depots and installations and warehouses. The 
have divided up into groups so as to see the whole base and talked with 
officers who were not at the hearings we conducted. There is a vast 
amount of information we have received, and it has been very dis- 
couraging. I am delighted to hear you talk as you talk tonight. 

Mr. Brownson. I want to point out to the Secretary this testimony 
on page 42—B: 

Mr. Lantrarr. Where does the Air Force keep their class II supplies now? 

Major General OLp. The depot here. 

Mr. LanTarFr. Was that building in use as a depot by the Air Force at that 
time? 

Major General O_p. We have insufficient warehouses here. We have consider- 
able amount of outdoor storage. We have warehouses that will be constructed 
next season, 

Mr. LANtArFF. Did taking over the issuance of class II supplies further com- 
plicate your warehousing problem? 

Major General Op. Yes, sir; we require additional warehouse space to what 
we had. 

Mr. Lantrarr. How much additional warehouse space will you have to con- 
struct here in order to handle class II supplies. 

Major General OLp. Colonel Giddens, do you know the size of the new ware- 
house that’s to be constructed? 

Colonel GippENs. The assumption of the bulk storage of quartermaster items 
by the Air Force will require about 54,000 square feet. 

Secretary Frnierrer. That is north Africa? 

Mr. Brownson. No, sir, that is Alaska. This testimony was taken 
at Elmendorf Field and Fort Richardson. 

Secretary Frnuetrer. I am afraid I do not find what is wrong in 
that if pursuant to this quartermaster agreement the Army Air Force 
agreement, it was decided, because of the predominant interest of the 
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the Air Force in Alaska that they should do the warehousing. Is that 
not perfectly in accord with the agreement? Is that improper? 

Mr. Brownson. No, sir, that is Alaska. This testimony was taken 
continuing the other half of the warehousing and storing. We saw 
stacks of underwear exactly identical, half earmarked for the Air 
Force and half earmarked for the Army in the same warehouse wait- 
ing to be moved to this new one. 

Secretary Frnuerrer. Is this, by any chance, because those items 
had been released to the Air Force for its use or was it a bulk storage 
operation ¢ 

Mr. Brownson. This was both a bulk storage and issue operation. 

Secretary Frnierrer. On the basis of what you have said, it looks 
to me as though there was duplication, but I would like to examine the 
facts a little bit more. 

Mr. Brownson. At one end of the building there were Air Force 
personnel counting and requisitioning on one set of forms and posting 
stock records, and at the other end of the room there were Army 
Quartermaster personnel doing the same things for the Army—com- 
plete duplication of personnel and facilities. 

Secretary Finuerrer. This sounds to me like a violation of the 
understanding that the Air Force was to do this alone. 

Mr. Brownson. Here is another statement by Mr. Lantaff that may 
be of interest to the Secretary in that connection : 

Mr. LantaArF. Colonel, in that connection, on Friday, July 20, in Washington, 
the Assistant Secretary of the Air Force, Mr. Roswell Gilpatric, testified, in effect, 
that over a period of years, beginning with the Eisenhower-Spaatz agreement, 
the Army Air Force had worked out various areas where they felt storage and 
issuance of certain items, such as clothing, should be handled by Air Force 
personnel. He further testified there are joint regulations to that effect. The 
regulations have been approved by the Secretary of Defense. As you heard 
in Secretary Lovett’s directive, there was a very definite ground rule set up on 
any further expansion. There will be no effort on the part of the Air Force to 
overlap what is already being done by the other service unless there is a 
demonstrable saving in cost, a demonstrable increase in efficiency, and approval 
of the Secretary of Defense of that particular arrangement. 

Now, getting back to the desks again, and I’m just using it as an illustration 
of what I am talking about. I’m not concerned with desks any more than 
anything else. What demonstrable increase in efficiency and what demonstrable 
saving in cost is there in the Air Force procuring those desks in that manner 
rather than going to Quartermaster to say, “Look, Mr. Quartermaster, we need 
20 desks’’? 

Colonel GippENs. Personally, I don’t know that we can save too much except 
for the fact, as I stated before, that we are going to two sources instead of one. 

Mr. Bonner. In Alaska they were using two sources instead of one. 

Mr. Brownson. Now they have two separate sources to get 20 desks 
out instead of one. 

Mr. Bonner. Are you aware of this, that the Air Force clothing 
depot at Elmendorf in Alaska cost $800,000 ? 

Secretary Finverrer. I didn’t get that. 

Mr. Bonner. The depot we are talking about in Alaska cost 
$800,000, 

Secretary Frxierrer. Mr. Bonner, isn’t it true—— 

Mr. Bonner. The Army Quartermaster said—they could have very 
well kept these in existing depots. 

Secretary Finuerrer. If that is true, then that is improper ware- 
housing. But I asked about Alaska and was told there was no such 
duplication. This is a question of fact and perhaps it might be worth 
while, Mr. Chairman, if I just looked into this thing, this particular 
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Alaskan thing on this particular question that Mr. Brownson is talk- 
ing about and see whether or not there is excess warehousing there, 
which is not being used and against which there is new construction 
being requested, because I want to know that, if that is true. 

Insofar as I can determine, there is no existing excess warehousing 
in Alaska. Furthermore, the Air Force’s request to the Congress for 
warehousing funds for fiscal year 1953 will not cause an excess of 
facilities. either Air Force warehousing, or facilities for which the 
Army has requested funds from Congress. The Army request for 
funds for 80,000 square feet of warehousing for Fort Richardson is, I 
understand, for station not depot warehousing. The Air Force re- 
quest for funds for 200,000 square feet of warehousing for Elmendorf 
would be used for electronics and services stock storage. The services 
stocks would be for local issue to units located at Elmendorf and would 
not be depot stocks. 

Mr. Bonner. We point these things out. It is unfortunate that 
time did not permit you to go with us around the world and take this 
trip and see the many things we saw. 

Secretary Frnierrer. I am informed that that is not the case. This 
is a question of fact. 

Mr. Brownson. In that connection, here is the statement on page 
39-L, which, I believe, establishes some additional facts. I was ques- 
tioning Major General Cunningham : 

In your opinion, while you were providing class II services for the Air Forees, 
were you providing satisfactory class II supplies for them up until October 1? 

Major General CUNNINGHAM. So far as I know; yes. sil I am not qualified 
to answer that question. It seems to me, sir, that should be answered by an 
Air Force representative. 

Mr. Brownson. Well, we'll ask them too. Frankly, we've been interested in 
this proposition for quite a while, the Air Force's desiring to get into the quar- 
termaster business. I would like to know if the relationship, while it did con- 
tinue up until October 1, was a satisfactory relationship as far as the Army was 
concerned, and later on we'll develop the same point with the Air Force. 

Major General CUNNINGHAM. Colonel Lewis, do you know any reason why it 
wasn't satisfactory? 

Colonel Lewis. No, sir: I have been here a year and as far as IT know and 
have been able to determine there was not too much difficulty in issuing any of 
the supplies out of the depot to Air Force. That is, any more difficulty than we've 
had in issuing to any other units up here in Alaska. 


STATEMENT OF JAMES T. HILL, JR., GENERAL COUNSEL, UNITED 
STATES AIR FORCE 


Mr. Hitz. As the Secretary has suggested, it seems to me that this 
becomes a factual issue on which investigation along the lines that 
have been discussed would be quite in order. The question is whether 
or not the July 17 directive of Mr. Lovett is or is not being complied 
with. 

As I understand it, there is an extreme shortage of warehouse space 
available in Alaska. I believe, in response to a question which the 
chairman asked 

Mr. Bonner. Let me interrupt you there and say one thing. Did 
you know the Army service cannot build warehouses fast enough to 
use the material they are purchasing all over the country? With all 
the warehousing space that still exists, they resorted to this open 
storage covered with canvas. We have seen quantities of supplies in 
warehouses that haven’t turned over in accordance with the stock 
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level program. Yet they are coming down here and asking for public 
works construction funds. It has been reported out of the Armed 
Services Committee that they are building warehouses. We were 
told in Atlanta, getting into another service, at the Atlanta General 
Depot of the Marine Corps, they were building a $10 million ware- 
house just a short distance away from the Atlanta General Depot, and 
the commanding general at the Atlanta General Depot said they had 
plenty of space for storing supplies. It isn’t confined to your service 
altogether. 

Mr. Hitt. Where there is available existing facilities, it is not the 
policy of the Air Force to create duplicating facilities alongside. 

I would like to read from this testimony given in Alaska by Lt. Col. 
C. S. Kuna, Army staff, Alaska: 

Sir, I'm Lt. Col. C. S. Kuna on the Army staff in Alaska. My job has been 
considerably that of estimating our requirements for buildings and facilities. 
We have in this area the Alaska General Depot for which we endeavoring to 
provide buildings. It is a long process and will take about 4 to 5 years. We 
currently have completed one of six warehouses; two more warehouses are 
approaching completion and our total requirement is six warehouses. Now by 
any readjustments between the services of space requirements or functions, we 
still find ourselves at the moment about 50 percent of availability of warehouse 


space. 

Later on it was indicated that the question of whether there was du- 
plicating construction of warehouse space had been examined and 
there was not. If you had to create additional warehouse capacity to 
take care of expanded requirements which may become a theater of 
combat, consistent with Secretary Lovett’s directive, it is difficult for 
me to see how you are creating duplicating capacity. 

If you have warehouses existing side by side, not being utilized to 
capacity, that is not subject to justification, but if you have a tre- 
mendous requirement for expansion, then the question becomes one of 
who justifies the funds for the expansion and who has the control 
over the particularestorage in the warehouse. 

Mr. Brownson. Mr. Chairman, will you yield a moment right at 
that point. Mr. Hill, this then becomes largely a question of who 
does what to whom. You propose that in Alaska, contrary to the 
supply concept in that theater that the Air Force will issue all the 
class IT, uniform and clothing, supplies for the Army, too? 

Mr. Hii. Again, Mr. Brownson, it seems to me that that requires 
a factual investigation. 

Mr. Brownson. That policy I just outlined is right in line with 
the logic you are using. You say it is all right for both the Air Force 
and Army to have warehouse space for common-use items. We split 
them up three and three. Are we now going to have the Army Quar- 
termaster issue Quartermaster Class II supplies, including uniforms, 
and authorizing the Air Force to do the same thing, operating side 
by side, and providing separate and duplicating facilities and opera- 
tions. 

Mr. Hiux. If there is no uneconomic duplication between personnel 
and space—it takes a certain amount of space to store so many uni- 
forms, whether they are blue or any other color. If the space is being 
utilized properly, that gets down to a question, as the Secretary has 
mentioned, of determining the proper requirements, so that people 
then are not standing around with nothing to do. 

Mr. Brownson. Then, on that basis you would conclude that any- 
where that the warehouses are full, that fact could be used as a justi- 








FEDERAL SUPPLY MANAGEMENT 73 


fication for the Air Force to go into the clothing issue all the way 


down the line? 

Mr. Hirx. It depends. I do not think we would be prepared to 
indicate that the solution is that simple. It seems to me that in each 
‘ase you have to examine the other facts and determine whether or 
not consistent with the July 17 directive it is economic, it is efficient, 
it is sensible, to make the particular arrangement that is being made. 
I just think it is terribly difficult to answer that in the abstract. 

¢ . : . 

Mr. Brownson. Let’s not confine this to Alaska. Let’s go to 
Okinawa. This testimony will be found on page 606 of the Okinawa 
hearings: 

The Army supplies RyCom and the Twentieth Air Force with all items used 
by both services, known as the common items. Since unification the United 
States Air Force has progressively moved toward establishment of their own 
separate supply system. Many common items have already been transferred 
such as lumber, vehicles, and class 2 and 4 quartermaster supplies. This pro- 
gram is in a transitional stage, and there is considerable confusion and frustra- 
tion in the supply of transferred items to the United States Air Force areas. 
Locally, these troubles may be placed in four general groups. First, there are 
the instances where the USAF has taken over only a part of the commodities 
as is the case of, for instance, vehicles. The Air Force gets its own vehicles, 
for instance, but still looks to the Army for spare parts and the pipelines 
that are necessary for that part. This requires expert coordination in the 
supplying of spare parts. Only the able cooperation existing between the Army 
and the Twentieth Air Force has enabled us to accomplish this. 


Second, the Twentieth Air Force has not had personnel, funds, or storage 
facilities for handling any of these transferred items. The Army, therefore, out 
of necessity comes in and aids the Air Force to this degree. 

Fourth * * * Engineering spare parts are an example. Last year it was 
necessary to place $2 for every $1 for spare parts. The parts on hand in ZI 
were paid for out of pocket, while those that were not on hand were paid for 
from other funds. Therefore, we have to cite $2 for every $1 spent. Many of 
the parts in the ZI depots are paid for out of one fund while many that have 
to go out are paid from another. Right now another impossible situation exists. 
The ZI will not accept Army requisitions for the Twentieth Air Force re- 
quirements transferred items, while the Twentieth Air Force has been in- 
structed by the Far East Matériel Command to place the demands upon the 
Army. Locally the Twentieth Air Force would have been in dire need for en- 
gineering supplies had not these supplies been filled from stockpile without par- 
ticular regard—to supply Twentieth Air Force you have involved Chemical 
Corps, Medical Corps, Signal Corps—the Army supplies these, and there are no 
duplications. Transportation Corps has some responsibility. The Ordnance— 
the Army supplies all ordnance items. There is no difficulty in obtaining ord- 
nance through the corps in the United States. The engineers—the Army is 
furnishing all engineering requirements. Spare parts, tires, assemblies, and so 
forth, are furnished through Army channels by a complicated set of rules. 
Recently a number of items had been transferred to the USAF supply. There 
is little difficulty in the supply of items of this type which remain the respon- 
sibility of the Department of the Army. Quartermaster items—recently all of 
the quartermaster supply items have been transferred except subsistence and 
POL. Army continues to requisition or to issue Twentieth Air Force person- 
nel. There is no physical segregation of stocks. 

Master planning for Army warehousing in similar facility is based on logis- 
tic agreement existing at the time of execution. 

In other words, the planning for this actual construction program 
on Okinawa which runs into several hundred millions of dollars, is 
being drawn up on the basis of this directive which you say was a 
planning directive only and which has been rescinded. Yet this 
interview on Okinawa which took place way after July 17, on No- 
vember 1, as a matter of fact, reveals that contracts for construction 
are being let as a result of the Kessler directive. 
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Secretary Frnterrer. Mr. Brownson, I would venture to suggest 
that what has happened there is this: The base on Okinawa is an im- 
portant operating base, the operations of which the subcommittee is fa- 
miliar with. The subcommittee is also familiar with the importance of 
that operation. There are stored, and there have to be stored on 
Okinawa, a large number of special Air Force items. Again, the sub- 
committee is familiar with the nature of those items. They have to be 
stored close to the point where they will be used. So there has to be 
warehousing of those items by the Air Force. 

Mr. Brownson. Our witness on Okinawa is talking about lumber 
and trucks. 

Secretary Frnuerrer. I am getting into 

Mr. Brownson. Clothing and other common-use items. 

Secretary Finterrer. I am getting into the question of the common- 
use items. The question is whether or not the Air Force should store 
any common-use items. I venture to suggest that this depends upon 
the circumstances pertaining at each particular base. For example, 
if there were no Army personnel there at all, you have to look into the 
way those matters were handled historically. As I understand it, 
before the Air Force became separate, what would happen under cir- 
cumstances where you had an Air Force base, you would have the 
Quartermaster Corps there. You might have the Transportation 
Corps and you might have the Ordnance, the Signal Corps, and what 
not, all of which would have separate storage space. 

It is quite obvious that this is an inefficient way of operation on a 
straight Air Force base. So that was being done there, with the Air 
Force taking the place of the old Air Corps which had its own storage 
for special purpose items, probably having special space not being 
used by the special purpose items. . It doesn’t make sense not to use 
that storage space and not to store therein common-purpose items. 
There is a case where the storage by the Air Force of common-pur- 
pose items would not only be justified but be mandatory. 

Suppose you add to that, as you do on Okinawa, a situation where 
you have a certain number of Army troops. Again, the question is, 
what is the most efficient use of the warehousing. 

If, for example, the Army would have to apply for additional ware- 
house space to take care of its common-purpose items and if there 
were some spare space in the special storage aircraft of the Air Force, I 
would think it would be reprehensible not to use that special storage 
space. 

From what Mr. Brownson has read, I cannot make out exactly 
what the facts are. I hope—and the directive seeks that purpose—to 
make the most economical use of storage space possible and to work in 
cooperation with the two services. 

There is no question of unsatisfactory service by the Army or by 
the Navy. We never said that the services which they did render were 
unsatisfactory. 

Mr. Bonner. Let me read something for your information. 

Mr. Brownson. I am happy to yield to the chairman. 

Mr. Bonner. He has touched on something very important. Have 
vou read the testimony of Brigadier General Alkire? He testified 
before this subcommittee in Japan. 

He testified before this subcommittee that the efficiency of the Air 
Force in Korea was decreased 40 percent because of the inefficiency of 
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the Army supply system. That decreased the striking power of the 
Air Force by 40 percent. 
He says here: 


* * * ‘They are only carrying 40 percent of the mail * * * 


Our transcript has been so deleted, taken to pieces by what was 
called secret and confidential and everything else that the transcripts 
we have here are hard to read. I wish we had the original here. We 
were discussing at this point with Brigadier General Alkire the ques- 
tion of this separate supply system. Mr. Lantaff, Mr. Dorn, Mrs. 
Harden, and Mr. Brownson constituted a team in Japan. They visited 
the Air Force headquarters or base there at Tachikawa. Then we 
came back into this joint hearing and they got into a discussion there 
between this Air Force general and an Army officer. 

The Air Force general said : 

Due to the inefliciency, lack of proper supply by the Army, the striking power 
and effectiveness of the Air Force over Korea had been reduced by 40 perecnt. 

We took this matter up. We went to Korea. We took this matter 
up with General Yount. He denied it. He pointed out that the Air 
Force supplies were the first his service delivered. Then the Artillery 
and then the Infantry. 

When we got back to Tokyo we took it up with General Ridgway. 
He said that was the first time he had heard about it. 

I was also interested to note what the outcome of this statement 
was that so far as General Ridgway was concerned. 

Secretary Finterrer. In the first place, I am very sorry that an Air 
Force officer cast that reflection on a sister service. 

Mr. Bonner. You haven't read that, then ? 

Secretary Finterrer. No, sir. I hope I never see the day when the 
Army doesn’t think it can do everything better than anybody else and 
the Air Force and Navy do not think the same thing. 

Mr. Bonner. We do not want the taxpayers to pay tor a duplicat- 
ing job. 

Secretary Frnierrer. Let me reassure you on that point. These 
enthusiastic gentlemen, especially when they are out toward where 
the fighting is, get enthusiastic, but they do not make supply policy. 
Supply policy is made in headquarters USAF, and the orders come 
down from there. 

What I am trying to seek out is points where those orders have 
been violated. If they are, something will be done about it. 

Mr. Meaper. Mr. Chairman, may I add something along this line? 

Mr. Bonner. Yes. 

Mr. Meaper. I would like to call the attention of the Secretary to 
page 40 of the Federal Supply Management report which the Secre- 
tary said he read and found himself in agreement with, by and large. 
On page 40 there is an account of the situation in Germany. We have 
talked about it in Alaska, Japan, and Okinawa. Now I would like 
to refer to the situation in Germany: 

At Giessen, Germany, Maj. Gen. W. H. Middleswart, Chief of Army Quarter- 
master, of the European Command, informed the subcommittee that the Air 
Force was using 400,000 square feet of quartermaster storage space in EUCOM 
“to preclude duplication of facilities.” General Middleswart stated that no 
complaints had been received from the Air Force that supplies were not de- 
livered to them on time by the Army. 
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He also told the subcommittee that he saw the Secretary of Defense’s July 
17, 1951, directive “just a couple of days ago” and was not familiar with what 
implementing directives had been issued. 

According to General Middleswart, the Air Force had requested the Army 
quartermaster at Giessen to help out with storage space for transferred com- 
mon items. He pointed out that items thus stored carried Air Force numbers, 
thereby becoming additional line items for issuing and accounting purposes, 
creating a very difficult problem. He reported to the subcommittee that the 
Quartermaster General had estimated a year and a half ago that in connection 
with the stock split it would cost the Army $4 million a year to account 
separately to the Air Force for their stock in Army Quartermaster installations. 

I would just like to comment that I was very gratified, along with 
the chairman, to hear the Secretary of the Air Force tell the subeom- 
mittee tonight that he was in complete agreement with the subcommit- 
tee’s philosophy of a single supply system for common-use items, and 
I take it from the discussion there has been no great disagreement 
about what is a common-use item. So that is out of the picture. 

In the light of the committee’s report, in the light of the paragraphs 
I have just quoted, I would like to hear the Secretary’s statements 
about the similarity of supply procedures as between the Air Force 
and the Army, so that, whoever has the warehouse and whoever has 
the stock, it 1s possible without a great deal of translation and con- 
fusion for one service to supply the other. 

Secretary Finterrer. That is a very good point, sir. In the first 
place, it seems to me what happened in the paragraph which Mr. 
Meader has read is that items have been transferred to the Air Force, 
common supply items, presumably for more or less immediate distri- 
bution, for use. 

Mr. Meaper. It was pursuant to this general directive we have been 
talking about which has been referred to as a planning directive, 
which was rescinded, but everybody was observing it. 

Mr. Bonner. The directive was in July, and this was around 
Thanksgiving. 

Mr. Meraper. They never saw the July directive. They saw the 
directive that required them to split the Air Force stocks from the 
(Quartermaster stocks, and that is what they were doing, and it wasn’t 
a temporary situation. 

Mr. Bonner. Let me ask you this: Has the Air Force sent a writ- 
ten directive to the field instructing them that they must comply with 
the policy set forth in the July 17 directive? 

Secretary Finterrer. Not in those words, so far as I know. 

Mr. Bonner. You just haven’t sent out a directive; then how do 
they know that the policy has been changed ? 

Secretary Frntetrer. There is no directive of the general policy. 
This translates itself, as I said, Mr. Chairman, into warehouses and 
things for which we have to go to Congress for. These matters are 
not decided in the field. 

Mr. Bonner. No, but the latest policy should be spelled out for 
them. The most important feature of this directive of July 17th in 
the information we have had in the field is that they never received it; 
yet you say it repealed existing authority. 

Secretary Frn.etrer. I do not see any reason really why this direc- 
tive, as such, should be sent to the field. It seems to me what should 
be sent to the field is the instructions 

Mr. Bonner. General Kessler’s directive is just the opposite. 

Secretary Frnuterrer. General Kessler’s directive did not originate 
in Headquarters USAF. 
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Mr. Bonner. You say nothing was ever sent, then, in reply to my 
question. 

Secretary Frnverrer. I thought Kessler’s directive was AAMC, 
but it was sent from Headquarters USAF. 

Mr. Bonner. Then nothing was sent, in answer to my question ¢ 

Secretary Frnverrer. No. 

Mr. Bonner. General Kessler’s letter came from Headquarters 
USAF. 

Secretary Frnuerrer. That is right. I just corrected myself. 

Mr. Bonner. Has the United States Air Force Headquarters sent 
a written notice to the field that the Kessler and Zukert directives have 
been rescinded ? 

Secretary Frnuterrer. No. There has been no such general instruc- 
tions from Headquarters USAF. 

Mr. Bonner. How do they know about it out in the field? 

Secretary Frnterrer. They do not make the decisions in the field as 
to how warehousing is to be done. 

Mr. Bonner. How do they know one supersedes the other / 

General Coox. May I answer that question? 

Mr. Bonner. I want some light from some source. 


STATEMENT OF LT. GEN. 0. R. COOK, DEPUTY CHIEF OF STAFF, 
MATERIEL, UNITED STATES AIR FORCE 


General Cook. An agreement was made and tinalized between the 
Department of Army and the Department of Air Force prior to the 
time of the issuance of Mr. Lovett’s directive of the 17th of July. That 
prior agreement was not canceled by Mr. Lovett’s directive on the 
transfer of Quartermaster-type items from the Army to the Air 
Force in certain locations, except food and one or two other items. 

I would like to take this opportunity, if I may, to recount, for the 
benefit of the committee, and particularly in reply to Mr. Meader’s 
question and statements about the supply system, on a typical Air 
Force base prior to unification, prior to the Unification Act. 

We had an Air Corps supply warehouse, or warehouses and Air 
Corps supply people who handled specialized Air Corps technical 
equipment on a typical base. We also had a Quartermaster detach- 
ment, Quartermaster people who handled Army Quartermaster type 
of supplies separately from, in many cases, the Air Corps supply. 

In many cases, we also had, on the base, an Ordnance supply office 
and in addition a Signal supply office. 

Mr. Brownson. Are you speaking of a ZI base? 

General Cook. I am ‘speaking of a ZI base. We had not duplica- 
tion; we had quintuplication. 

We have attempted today—and it is our policy today—to handle 
those supplies at base level in one place by one set of people and not 
five places by five sets of people. So, we have to look further into this 
than just bulk storage of supplies and warehousing. 

There is a great deal of saving to be made in people and in efficiency 
of supply at the base level, which is multiplied many times over the 
number of depots and bulk storage warehouses that we have. 

Mr. Brownson. Mr. Chairman, may I ask the General how many 
people he saved on that program ¢ 

General Cook. How many what? 
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Mr. Brownson. How many people you saved. 

General Coox. I cannot answer that question. 

Mr. Bonner. How much money have you saved? 

General Coox. I cannot answer that question, either. 

Mr. Bonner. That is what we want to get down to, some facts and 
figures. You cannot seem to find them. 

Secretary Frnuerrer. This bears on Mr. Meader’s question, be- 
cause it shows historically the storage was done by the Quartermaster 
Corps and in taking over, the question is whether there has been a 
changing in items. I wonder if you can speak to that, General Cook. 

Mr. Brownson. Let’s talk about an overseas theater where we do 
not have an isolated exempt station base operation, but where we have 
Air Force installations integrated into an Army or corps area. 

General Cook. On the same basis 

Mr. Brownson. Let us consider a more typical fluid situation 
where they do not have any permanent bases, where they move when 
they have it in an Army area. We ran into that situation in the 
Korean operation. That is the situation which you still have more or 
less in your German operation today. There is a lot of movement 
of units to meet changing situations. Certain Army units have area 
responsibility and you have combat Air Force units within their areas. 
These Army units have complete Quartermaster common-use supply 
set-ups and depots within their area responsibility. 

Mr. Hitt. Mr. Brownson, under Secretary Lovett’s directive of 
July 17, paragraph 4 (a) reads as follows: 

Each of the military departments shall operate and maintain a supply system 
and shall be responsible for the supply support of its own forces except when 
such support is otherwise provided by specific agreement or assignment at 
force, theater, et cetera, level. 

It seems to me that the question for decision—and it is a factual 
question which presumably would vary from theater to theater— 
is how do you effect the most economical, the most efficient supply 
arrangement in that theater and to whom can you look best in terms 
of the implementation of that policy than the theater commander and 
those who work with him in the decision as to how you are going to 
operate your supply system. 

Mr. Brownson. The Secretary just said the theater commander has 
no responsibility. He stated that those decisions have to be made here 
at headquarters USAF. 

Mr. Hux. This is on the policy question. The policy question has 
been stated in Secretary Lovett’s directive. The question that exists 
is how do you best effect economy and efficiency and provide combat 
support, operational support, logistically in a particular theater. 

Mr. Brownson. I am not sure you get either economy or efficiency by 
maintaining two systems of warehouses side by side, even if the full 

capacity of both of them is needed, because you have the turn-over 
factor involved. The average of all the Armed Forces warehouses 
we have been able to check have turn-overs at about 114 times a year. 
If you have a warehouse A here with two turn-overs a year, and you 
start servicing part of the customers out of the other w: irehouse, you 
will get one turn-over in each of the two warehouses. That is where 
the efficiency suffers as the turn-over rate drops. 

Mr. Meaper. You have a multiplication of safety factors every time 
you duplicate the facilities that support the same groups. 
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Mr. Brownson. In Germany the Air Force showed us a chart that 
proved what stock was necessary in order to keep one Air Force unit 
deployed in Germany supplied with one can of paint for maintenance 
aday. It took 335 cans of paint in the pipeline, stretching all the way 
back to the United States to provide one can of paint for one unit 
every day. 

The Air Force has one pipeline filled full of paint. The Army Corps 
of Engineers has another pipeline filled full of paint. The Navy may 
very well have another. That is what worries us, the amount of stuif 
that it takes in these pipelines and warehouses, where you are not get- 
ting turn-overs because of duplication and triplication. 

Mr. Hitz. That suggests that there is error in the planning factor 
in the multiplication of the safety factors. 

Mr. Brownson. I think there certainly is. 

Mr. Hitx. But it seems to me, if the Army Quartermaster applied 
the same factor for that one can of paint, you would still have facts as 
are stated, 335 cans of paint in one pipeline and 335 in another. It 
doesn’t matter whether you have two separate pipelines or an aggre- 
gate pipeline if a supply ‘of two cans is maintained. 

Mr. Brownson. The largest element in error is the Air Force using 
the same safety factor on an item of questionable military necessity, 
like paint, which can be procured offshore, if necessary, as they use on 
ammunition and planes and spare parts of prime military importance. 
That is sheer stupidity. 

Mr. Hitt. That goes to the planning factor. Aside from that, you 
have the question which we are considering, whether or not there is a 
duplication of bulk storage space. 

Mr. Brownson. With the planning factors you are using today, 
there is bound to be a duplication because you are not getting suf- 
ficient turn-over in any of your warehouses, and when you duplie: ite 
the warehouses you reduce the turn-over, even further. 

Secretary Finterrer. Unless you cut it short by some intermediate 
common factor. 

Mr. Brownson. You are not doing that, apparently. 

Secretary Finierrer. My understanding is to the contrary, Mr. 
Brownson. 

In the first place, 80 percent of our purchases are these special-pur- 
pose items where the question doesn’t apply; and certainly, as to the 
remaining 20, there must be the purpose to avoid a duplicating supply 
system running all the way to the United States. 

Mr. Brownson. Our subcommittee feels that way, Mr. Secretary. 
At the end of World War II we had one pipeline for the Army and one 
for the Navy. Your Air Force fought a very successful war off the 
Army pipeline. Those two pipelines, at the end of the war in ETO, 
had about as much material left in them as was consumed during the 
entire World War II. The Army alone reports $31,464,000,000 in 
supplies on hand at the end of World War IT, exclusive of subsistence 
or petroleum products. During the war the Army consumed only 
$31,581,000,000 of the same class of supplies. 

Secretary Frnuerrer. It isa planning question. 

Mr. Brownson. It is an expensive planning question for the tax- 
payer. 

Mr. Mraver. The point is not whether it is planning which is wrong 
when you have three pipelines instead of two. The margin of safety 
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that you must necessarily have or whether you have a safety factor is 
debatable. It is a matter of expert opinion. Perhaps when you build 
a new pipeline it is obvious your waste is going to be multiplied tre- 
metndetielih That is what this committee is concerned about. We 
would like to see some dollars-and-cents figures on it. We cannot get 
any. 

Secretary Finerrer. In the first place, I cannot give you the facts 
on whether or not this 20 percent I am talking about is in each instance 
in a separate pipeline or not, but I am a little bit confused as to the 
logic there. If the planning factor is right—let’s assume it is right— 
and the margin-of-safety factor is right, the extra cost of the double 
pipeline is not a multiplication by two of the safety factors in any 
sense. It is a question of the additional men administratively. I 
agree. 

Mr. Meaper. It is a multiplication—maybe I shouldn’t say “mul- 
tiplication.” It is a duplication of warehouse space and duplication 
of an inventory of goods to furnish these common-use items and heat- 
ing, lighting, and so forth. That is all we are talking about. A|so, 
there is a duplication of the people handling it. Worse than that, Mr. 
Secretary, it seems to me, is the question I raised a little while : ago: the 
fact that each time you get a separate independent autonomous unit 
then you have to have separate systems and procedures and which 
won’t mesh any more with a sister system and one department cannot 
serve the other. That is the most wasteful thing of all, because it may 
result in poor service when and where you need it most because your 
system is not operative, and finally you end up with surplus programs 
with the graveyards of wasted resources. 

Secretar y Frnterter. I think the principle is quite clear here, Mr. 
Meader; that is, that on this 20 percent of the items, the common-use 
items, if it is an operational matter for all practical purposes—and I 
can conceive of instances where it wouldn’t be—it seems to me that 
the single pipeline is the most desirable thing. I do not agree with 
you. I am unable to follow your logic that the duplication exists 
there. 

Mr. Meaper. A single system is practical because until last 
October—first, it was the method by which you were operating right 
along. This separation is a departure from existing practices. It 
commenced last October 1, causing all kinds of turmoil around the 
world where we went. I illustrated that from the passage I quoted, 
where it is costing $4 million a year accounting procedures for the 
Army to keep trac k of the Air Force stocks in the Army’s possession. 
Those are the facts we ought to have. We ought to have facts and 
figures and we cannot get them. 

Secretary Frnuetrrer. I agree you ought to have them. Looking, 
if I may, at the excerpt on page 4, what we see there is that the 
Air Force did have some common-use items distributed to it. We 
will agree that it has to have common-use items distributed to it at 
some point. The question is, at what point from the original pro- 
curement to the final use that transfer was made. That does not ap- 
pear in this statement. The main point made there was the one you 
emphasized, which was the $4 million cost of the Army taking over the 
storage of the Air Force items. What is the reason for that cost? 
I would like to examine that. I am surprised that it would be a failure 
of identification of the item in accordance with common standards 
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because, as General Cook said, a moment ago, it was very recently that 
the quartermaster was the sole source of all these things and therefore, 
would establish the ¢ -ataloging criteria. 

Mr. Meaper. Mr. Secretary, if you will pardon me, I do not think 
you understood the passage correctly, if you understood that the 
Army was taking over something from the Air Force. These were 
stocks which the - Army had had, upon which the Air Force stations 
drew the same as Army stations do. Due to the order we are talking 
about, the so-called planning directive, but which seems to have been 
observed more than the Secretary of Defense’s directive, the Army 
set about segregating stocks on their records, maybe not physically, 
but on their records. 

Here is a column that belongs to the Air Force. Here is a column 
that belongs to the Army. It is that accounting work that Major 
General Middleswart testified cost $4 million a year to keep these 
separate inventories on the accounting records, even though the items 
physically were all in the same bin. That is what we saw all the way 
around the world. 

It seems to me if the procedures are the same for the Air Force and 
for the Army—the requisition forms and the stock level reports 
and all supply procedures are the same for both services—and I, for 
the life of me, haven’t been able to see why they should be different— 
then there is no real problem whether the Air Force has control of 
the depot or the Army has control of it because either service can draw 
upon it. 

Secretary Fryiterrer. Maybe I misread it. It says here according 
to General Midleswart, the Air Force had requested the quartermaster 
at Giessen to help with storage space for transferred common items. 

I interpreted that to mean transferred by the quartermaster to the 
Air Force. 

Mr. Meaper. Transferred by that directive, transferred in title, 
but not physically removed by the directive I referred to. 

Secretary Finverrer (reading) : 

He pointed out that items thus stored carried Air Force numbers, thereby 
becoming additional line items. * * * 

That touches on the point you just raised. It is the line items which 
I agree should be identical, and T should think the procedure should 
be taken to make those line items identical. 

Mr. Hitt. On the accounting point, Mr. Meader, as you know, the 
budgetary justification and the actual appropriation is with the con- 
suming service. As part of the effort to increase cost consciousness, 
it suggests itself to me that there is advantage in having each service 
know what it has and for what it is accountable, and it seems to me 
the fact that the service has to justify the appropriation, has to keep 
accounting records with respect to it, having in mind that the pro- 
curement itself is carefully worked out on a single-service basis so 
there is no duplication at that level, then the only question that 
remains is at what point in this zone from ultimate use at the oper- 
ating base back through the pipeline is it, or is it not desirable to 
have one or two separate storages, and that is the question which, it 
seems to me, requires examination in each case. It is not something 
on which anything generalized in the way of financing can be given. 

As I recall, the committee in its report indicated that there would 
be attempts at the theater level to work out the most satisfactory 





82 FEDERAL SUPPLY MANAGEMENT 


method of warehousing and storage, and what Mr. Meader says, if 
there is an identity of items and an identity of procedures, that process 
ought to be facilitated. 

Mr. Meaper. It doesn’t make too much difference whether the Air 
Force, let’s say, in north Africa, draws directly upon the port of 
embarkation in New York, or whether it draws upon some Air Force 
base in Germany. You have problems of transportation and handling 
in either case. It should be worked out according to the most eco- 
nomical and expeditious method. But unless your procedures are 
the same, you cannot do that. It seems to me there has been—perhaps 
I shouldn't make this charge—but it seems to me there has been a 
deliberate, intentional attempt to make the procedures different. 

Secretary Finterrer. I do not believe that, Mr. Meader. I cannot 
believe that. 

Mr. Bonner. Let me read you what General Handy, of Heidelberg, 
Gen. Thomas A. Handy, commander in chief, European Command, 
told the subcommittee. 

He said that the Army could supply the Air Force with common 
items in that theater. He reminded the subcommittee that it was a 
situation where administratively the three services went to separate 
places in Washington. He then stated the problem as not being by 
all means on that side of the water. In other words, he put it right 
back here in Washington. We were telling him what we had seen. 
He just placed the responsibility here in Washington. 

What we are driving at all the time, Mr. Secretary, is to get some 
civilian administration, some unified civilian administration of this 
tremendously big problem. I can appreciate the three services each 
wanting to do as they want todo. Of course, Mr. Secretary, with all 
due deference to the fine men in the Air Force, this is the only time 
they ever had a lot of dollars in their own hands to do with just as 
they wanted. : Heretofore somebody else has had the say-so, about 
how this money was spent. I refer to the time when the Air Corps 
was in existence rather than the Air Force. 

Secretary Frnverrer. Mr. Chairman, I wonder if that is his- 
torically correct. General Cook was in the Army during—— 

Mr. Bonner. The Secretary of the Army then had the say-so. It 
comes to us time after time that this allocation of money in appro- 
priations go down there and each service wants its one-third share— 
the Air Force wants one-half—whatever it is 

Secretary Finvetrer. We will even take some more than that, Mr. 
Chairman. 

Mr. Brownson. Mr. Secretary, to develop further a point that Mr. 
Meader was discussing, why is it that at the time when all of the 
services are supposed to be heading toward a unified supply catalog, 
the Air Force still uses its own Air Force supply catalog, including 
common-use items ? 

Secretary Frvuerrer. I will ask General Cook to answer that one. 

General Coox. I do not know whether you know that the different 
technical services of the Army each has different supply systems. 

Mr. Brownson. I know that very well. 

General Cook. And the Air Corps was not only a technical service 
of the Army but a combat branch of the Army. For supply it used to 
be a technical supply service. 
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Mr. Brownson. I used to be an Air Force technical supply officer. 

General Coox. Then you know. The Air Corps had a stock num- 
bering system that it used for its stocking purposes in Air Corps 
stocks. That stock numbering system is different than the Ordnance 
Department used, for example, or the Signal Corps used, and that 
has continued, because all of the records and everything else per- 
tained to the set-up of that system used that system and the change 
in system to some other one would cost a great deal of money and 
which one would you change if you ¢ changed it to one of them. 

Mr. Brownson. Aren’t you acquainted with this general cataloging 
effort that was mandated by Congress at least 2 years ago? 

General Cook. I am very well ‘acquainted with that. 

Mr. Brownson. Are you making progress in the Air Force ? 

General Cook. We are making progress. It cannot be done over- 
night. That is a tremendous job. 

Mr. Huw. That was one point I wanted to bring up. There are 
two aspects to that. The first step is the identification, as Mr. Lovett 
mentioned last night, and the accurate classification and description 
of those items in the Air Force system. 

Mr. Brownson. I believe it was the Army that worked out about 
three pages on a specification of a ping-pong ball in the Army. I do 
not know what you are doing. 

Mr. Hu. I do not think we have anything quite comparable. 

Mr. Brownson. I hope not. 

Mr. Huw. The first step is the identification and the development 
of a description. Following that is, in effect, the aggregation of that 
from all of the services, looking toward this catalog which everybody 
is working earnestly to achieve. 

After that the question which is present is whether, as an economic 
and efficient matter, each service should use the same catalog, having 
in mind that you have standard nomenclature, standard identification, 
and standard description, when many of the items in that catalog— 
and it will be a large catalog, you know how many volumes it will be- 
whether it makes sense for each Air Force officer to have on his desk 
the whole range of things which are encompassed in all three services, 
or whether you can take from the single catalog then and have an Air 
Force implementing catalog, in effect, with those items that Air Force 
is concerned with. 

Mr. Brownson. But with catalog numbers common to all three 
services ¢ 

Mr. Hii. Right. 

Mr. Brownson. That is the point. 

Mr. Hii. I do not think the Air Force needs a catalog that encom- 
passes all the items for the three services. 

That means that for practical working purposes each service may 
have their own practical catalog for their own use. 

Mr. Brownson. I agree with you, but let’s put that the other way. 
Let’s say we are going to put out a joint armed services catalog, as 
Congress directed, and you can take what pages you want and bind 
them together for use by your Air Force unit supply officer. 

Mr. Hirx. Precisely. 

Mr. Brownson. I would like to think of it as your Air Force selec- 
tion of certain pages from the armed services general catalog. 


Mr. Huw. That is right. 
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Mr. Brownson. May we return to the question of this Kessler plan- 
ning directive, again, I would like to cee advertising space on that 
directive of General Kessler—that you mailed out, because that cer- 
tainly got an awful lot of prompt attention. It galvanized people 
as I have never seen them galvanized. It resulted into much more than 
mere planning all over the world. What gets me, with that excellent 
circulation and attention power, no later directive was ever sent out 
calling off the program. That is what actually happened, every- 
where. Your commanders in the field paid attention to the Kessler 
directive. It was the subject of their conversation time after time, as 
our hearings show. We asked them if they had any inkling of the 
Lovett directive and they said, “No.” Except when we got to Ger- 
many, where somebody had seen it a couple of days before, we could 
find no trace of this policy paper. But they were using the Kessler 
directive as an operating directive as well as a planning directive. It 
was implemented right away and put into effect. Your people, time 
after time, read us the time schedule prescribed for the Air Force to 
set up their own engineering corps and the other technical services. 

Secretary Finterrer. Let’s take that for a minute. What possible 

wer would anybody you saw abroad have to establish an engineer- 
ing corps ¢ 

Mr. Brownson. They were making their plans on the basis of the 
Kessler directive. 

Secretary Finterrer. They could make all the plans they wanted, 
but the authority to create an engineering corps or a supply system 
or any of these matters we are discussing, did not reside in any single 
person outside the headquarters USAF in the Pentagon Building. 

Mr. Brownson. Did anybody tell them that the Kessler and Zuck- 
ert directives were rescinded or called off? 

Secretary Finverrer. I will have to ask General Cook to answer 
that. 

General Cook. I do not know of any directive sent out. 

Mr. Bonner. Has anybody sent a notice that the directive of the 
Secretary of Defense is now in effect? Do they know it over there? 
At this date they did not know it, when we spoke to them in November. 
Is there any assurance they know it at this late date, or are they still 
going on now as they were when they saw it ? 

Mr. Hit. I may be incorrect ic this. 

Mr. Bonner. Who is going to do the testifying? You are general 
counsel for the Air Force, as I understand it. 

Mr. Hitt. Yes. 

Mr. Bonner. Are you familiar with this situation and are the 
statements you make substantiated by the Secretary of the Air Force 
and the General of the Air Force? 

I want to have this record firm and not have somebody come along 
and say, later, “This gentleman was general counsel. What he said, 
didn’t count.” 

Secretary Frincerrer. I would like to make a statement about that, 
Mr. Chairman. 

Mr. Bonner. We conferred with designated officers in the field 
whom you infer couldn’t bind the Air Force. 

Secretary Finuerrer. Yes, sir. 

Mr. Bonner. I do not know now, who knows. 
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Secretary Frxierrer. I will be very glad to tell you that. I know 
about the general policies of the Air Force. I have not followed the 
procurement matter in the detail that Mr. Gilpatric, the Under Sec- 
retary—— 

Mr. Bonner. That is one reason we want to tighten up the Muni- 
tions Board. 

Secretary Frvuerrer. Let me explain the set-up of the Air Force as 
to who has authority to speak. I have authority to speak for the 
broad policies of the Air Force and every statement I am making is 
authoritative Air Force policy. Under me, and immediately respon- 
sible for this particular field of procurement with which you are 
dealing, is the Under Secretary, who is out of the country at the mo- 
ment. In the Air Staff, you have sitting on my right the responsible 
officer, the Deputy Chief of Staff, Material, who immediately is 
charged with all of these matters and is the highest officer in the Air 
Force on that subject. 

Mr. Bonner. He didn’t send out a directive that the Secretary’s 
directive canceled this former order, did he? 

Secretary Finuerrer. May I finish? He said he did not. May I 
clear up about Mr. Hill ? 

Mr. Hill has been assisting me in this matter and any statement he 
makes on this subject to the subcommittee, I will stand back of. 

Mr. Bonner. What about the March 9 directive? 

Mr. Hit. Mr. Chairman, you referred to the March 9, 1952, di- 
rective with respect to the EUCOM agreement. 

Mr. Bonner. What was that? Wasn’t a message sent back that 
they had this subcommittee over there finding out all these discords 
and misunderstandings, and finally Under Secretary Foster sent a 
wire of instructions to hold up Air Force actions on March 9, 1952. 

Secretary Finierrer. I am sure no such statement was made about 
this or any other committee. 

Mr. Bonner. The committee was finding all these things over there 
that they weren't told about preparatory to going abroad. 

What does the March 9 directive say ¢ 

Secretary Finterrer. The March 9 directive, which I have before 
me, was sent by General Cook’s office. It reads as follows: 

Reference your two telegrams pending—— 

Mr. Bonner. They were wiring you folks for directions. They 
were wiring you to get some solution to the problem. 

Mr. Hitx. Since General Cook sent this telegram, and I didn’t see 
it until tonight, may I ask him to explain it ? 

Mr. Bonner. Those are the two telegrams they were referring to, 
to send them information. They wanted information as to just what 
they should do. 

Mr. Hitt. This came from General Cook’s office. 

Mr. Bonner. Then we are clear on that. It was not until March 9, 
1952, that you informed the field about the Secretary’s positive direc- 
tive of July 17, 1951, stopping them cold, you might say. 

General Coox. That was with respect to planning, Mr. Chairman, 
but I think we have the planning and the directive on turn-over of 
Quartermaster supply confused. 

Mr. Bonner. You just sent it on planning? 

General Coox. Yes, sir. 
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Mr. Bonner. And you let them go right ahead with the other prop- 
osition. 

General Cook. Yes, sir; they did. 

Mr. Bonner. They are still going on with that. 

General Coox. To my knowledge, they are not; no, sir. 

Mr. Bonner. Who is stopping them 4 

General Cook. At this time, because this stopped them. 

Mr. Bonner. I thought you said that was for planning? 

General Cook. No: the previous one. This is the March 9. 

Mr. Bonner. What was the previous one? When was that sent? 

General Coox. That was the planning directive. 

Mr. Bonner. When was that sent? 

General Coox. That was sent the 9th of March, I believe it was— 
no; not the 9th of March. 

Mr. Huw. Are you referring to General Kessler’s previous memo- 
randum ¢ 

General Cook. Yes. 

Mr. Hiww. That is March of 1951. 

Mr. Bonner. I am talking about a directive stopping that and 
notifying them that was out of date, and the Secretary of Defense 
directive of the 17 July should be put into effect. When was anything 
sent about that? 

Mr. Hitz. May I — to that ? 

Mr. Bonner. Let the General read what he was going to read. 

General Cook. This is what the Secretary started to read. [ Read- 
ing :| 

All actian is suspended which would implement the agreement between the 
Department of the Army and the Department of the Air Force as outlined in the 
cablegram of June 19, 1951, concerning logistical responsibilities of the Air Force 
in the European theater. 

Mr. Brownson. Does that wire refer to the Kessler directive? Is 
that the reference of the code, DA—94447 ? 

Mr. Hitz. That refers to the EUCOM agreement. 

General Cook. Which was the Department of the Army message 
DA-94447 ? 

Mr. Hitz. That refers to Under Secretary Foster’s memorandum 
of 9 March, with which the chairman is familiar. 

Mr. Brownson. I wonder if we could ask these gentlemen to give 
us a chronology of the interchange of the queries, directives, and mes- 
sages which have been sent between Headquarters, USAF, and the 
field since the Zuckert and Kessler messages up to the present time? I 
would like this for the record. 

Secretary Frxierrer. That would be very desirable. We are not 
in a position to do it now; but, either at a subsequent meeting or in a 
communication to the subcommittee, we will give you the ¢ hronology. 

Mr. Brownson. Mr. Secretary, will you please g give us a communi- 
cation on that. Mr. Chairman, I ask unanimous consent that the 
chronology be inserted in the record. 

Mr. Bonner. It will be inserted in the record at this point. 

Secretary Frvterrer. Good. 

(The information requested is as follows :) 

The chronology is as follows: 

April 26, 1950: Memorandum for the Chief of Staff, United States Air Foree, 
from Mr. Zuckert, Acting Secretary of the Air Force, Subject: Assumption of 
Bulk Storage and Maintenance Responsibilities. 
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This was a policy memorandum stating that it would be Air Force policy to 
assume storage and maintenance responsibilities for items in the following 
categories : 

1. Identical items. Those Army-procured items for which there was a counter- 
part already in the Air Force depot system. 

2. Navy-procured items. All items for which the Navy had been given pro- 
curement responsibility would be shipped directly from the manufacturer to the 
Air Force depot system. 

April and May 1950: The implementation of the April 26, 1950, policy memo- 
randum began with the publication of Air Force catalogs which identified by 
stock number items of the Army technical services already in the Air Force sys- 
tem. The initial catalogs listed only a comparatively few items but were later 
expanded as additional identical items were discovered, which existed in Army 
technical services and the Air Force system. 

February 23, 1951: Interservice general policy agreement between the Quar- 
termaster General, Department of the Army, and the Department of the Air 
lorce, signed by Maj. Gen. Charles B. Stone III, United States Air Force, Office 
of the Deputy Chief of Staff (Matériel), and Maj. Gen. H. Feldman, Quarter- 
master General, United States Army. 

This agreement provides for (1) participation in cross-servicing between the 
Army and the Air Force consistent with the interests of economy of the capa- 
bility of each service to provide such services. 

(2) That the Air Force would assume responsibility for its required Quarter- 
master-type services and the Department of the Army would assume respon- 
sibility for its required Air Force-type services. The agreement specifically 
excluded the transfer of subsistence, automotive petroleum, oils and lubricants, 
and Government-furnished property in connection with Quartermaster-admin- 
istered contracts. The agreement further did not alter procurement assigninents 
in effect at the time, or storage and issue responsibility which the Air Force 
assumed on Quartermaster-furnished items under the April 26, 1950, memo- 
randum. The transfer of Quartermaster items under this agreement is sub- 
stantially complete in the zone of the interior. 

March 13, 1951: Letter to commanding general, Alaskan Air Command; com- 
manding general, Far East Air Forces, commander in chief, United States Air 
Force (Europe), from Headquarters, United States Air Force, signed by General 
Kessler, subject: Assumption of Bulk Storage and Maintenance Responsibilities. 
This was strictly a planning document. This letter, which was later confirmed in 
a memorandum of August 13, 1951, from the Assistant Secretary of the Air Force 
to the Chief of Staff, announced that Air Force policy beginning in fiscal year 
1952 would be to begin assuming logistical responsibilities now budgeted for and 
performed by the Department of the Army for the Air Force. Agreements would 
be patterned after the Air Force Quartermaster agreement of February 23, 1951. 
The commands were to submit to Headquarters United States Air Force estimates 
of people, dollars, and storage space required for the assumption of these respon- 
sibilities in the fiseal-year-1952 budget estimates. Such estimates, however, 
were never included in the fiscal-year-1952 budget estimates, and no stocks or 
functions were transferred pursuant to this letter. 

March 27, 1951: Telegram from the Air Matériel Command to all commands 
announcing the Quartermaster-Air Force agreement of February 23, 1951, and 
directing that requisitions for certain quartermaster classes of property be sub- 
mitted through Air Force supply channels. 

April 13, 1951: Memorandum for the Chief of Staff from Mr. Zuckert, Assistant 
Secretary of the Air Force, subject: Assumption of Bulk Storage and Mainte- 
nance Responsibilities. This was a policy memorandum announcing the Air Force 
policy beginning with fiscal year 1952 would be to begin assuming storage, issue, 
and maintenance responsibilities of all items of supply required by the Air Force, 
with the exception of ammunition, subsistence, medical supplies, and other such 
classes agreed to on an interdepartmental basis. Procurement functions were 
not within the scope of this policy. Implementation of the policy would be subject 
to the prior approval by the Assistant Secretary of the Air Force and Chief of 
Staff. 

May 15, 1951: Letter from the Air Matériel Command to all commands supple- 
menting the telegram of March 27, 1951. This implemented transfer action on 
the balance of the Quartermaster supplies transferred to Air Force storage, issue, 
and responsibility. ; 

June 8, 1951: Letter from headquarters, United States Air Force, to command- 
ing general, Alaskan Air Command; commanding general, Far Eastern Air 
Forees; commander in chief, United States Air Force (Europe), subject: Bulk 
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Storage and Maintenance Responsibilities, signed by Brigadier General Kessler. 
This was a policy memorandum directing studies be made for the assumption of 
supply responsibilities performed by the technical services of the Army. Plans 
were for the assumption in fiscal year 1953 of bulk storage and maintenance 
responsibilities performed by the Transportation Corps, Chemical Corps, and 
Signal Corps for the Air Force. Assumption of Ordnance and Engineering Corps 
items were planned for fiscal year 1954. It should be emphasized that this letter 
was also only a planning document ; that no funds have been requested pursuant 
to the policy announced in the letter, and no stocks or funds have been transferred 
under the letter. 

June 19, 1951: Cablegram to the commander in chief of Europe from G-4, De- 
partment of the Army, Washington, outlining agreement between the Depart- 
ment of the Army and Department of the Air Force for the assumption of certain 
logistical responsibilities by the Department of the Air Force in the European 
theater. 

July 17, 1951: Department of Defense Directive 250.01—-1, Supply Management, 
issued by the Secretary of Defense, entitled “Clarification of Department of 
Defense Policy and Assignment of Responsibility (DD-SD-13).” This directive 
provided among other things that the expansion of existing departmental supply 
systems for the procurement and distribution of common supplies not already 
agreed upon will be made only in compliance with the directive and with the 
approval of the Secretary of Defense. 

September 25, 1951: Letter to commanding general, Far Bast Air Forces, 
from commanding general, Air Matériel Command, relating to the agreement 
between the commanding general, Far East Air Forces, and commander in Chief, 
Far East Air Forces, whereby the Army Quartermaster would continue to store 
and issue quartermaster property for the Air Force, with the Air Force exercise 
of stock control. 

October 10, 1951: Message from Headquarters United States Air Force to 
commander in chief, United States Air Force (Europe), and commanding general, 
Air Matériel Command, providing that for Europe the Army Quartermaster would 
continue to store and issue quartermaster property for the Air Force, with the 
Air Force exercise of stock control. 

October 16, 1951: Letter from commanding general, Air Matériel Command 
to commander in chief, USAFE, outlining requisitioning procedures for quarter- 
master property in conformance with the arrangement announced in the above 
message of October 10, 1951. 

March 9, 1952: Memorandum from the Deputy Secretary of Defense to the 
Secretary of the Army and the Air Force. This memorandum suspended im- 
plementation of the European policy agreement regarding the assumption of 
logistical responsibilities by the Air Force in Europe, reiterated the Secretary 
of Defense directive of July 17, 1951, requiring that all agreements of the transfer 
of supply responsibilities from the Army to the Air Force made subsequent to 
July 17, 1951, be submitted to the Secretary of Defense for approval. 

March 10, 1952: Message from headquarters, USAF, to commander in chief, 
USAFE, advised that there would be no implementation of the agreement regard- 
ing logistical responsibilities in Europe as outlined in the July 19, 1951, cable to 
the commander in chief, Europe, pending approval by the Secretary of Defense. 

March 20, 1952: Message from headquarters, USAF, to commanding general, 
FEAF, advised that the implementation of any planned assumption of logistical 
responsibilities by the Air Force would require approval of the Secretary of De- 
fense under the OSD directive of July 17, 1951. 

Mr. Brownson. How much economy, percentagewise, do you think 
can still be achieved realistically within the Air Forces ? 

Secretary Finuerrer. I do not think I can give an estimate. I 
would like to explain what I am trying to do in that regard, though. 

Mr. Brownson. We will be very interested in hearing that, sir. 

Secretary Frnuerrer. As I said in my opening remarks, we have 
been driving on these three main fronts, the major economies I have 
described, and this question of the 20 percent as well as the 80 percent, 
because there are important economies that I hope can be effected in 
the 80 percent.’ I think that this budget that we presented is one 
of the tightest budgets that has been presented for some time. Cer- 
tainly, since I have been here. Cuts were made by the House, in that 
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budget on the assumption that we would be able to make economies 
without affecting our striking power. We are up against a para- 
doxical situation there. The House cuts were line-item cuts and, with 
all due respect to the Appropriations Committee of the House, it was 
just not possible for them to make line-item cuts without cutting into 
the calor of airplanes we would have in the air on various periods 
of time. 

Mr. Brownson. Why is that so? 

Secretary Frnuerrer. Well, for example, let’s take the cuts that 
were made in aircraft procurement, of $560 million. That assumes 
that we have made a mistake of $560 million in our pricing of air- 
craft. My best information is that the stretch-out of 1 year ordered 
by the executive branch will have the effect of increasing the cost of 
aircraft procured by 2 or 3 percent rather than diminishing. So 
the premise on which the $560 million cut was made will not stand 
up in fact, and we will not get the airplanes. If we had programed 
a number of airplanes in excess for the requirements of the 143-wing 
force, we would have absorbed that, but we didn’t. What is going 
to happen on the $560 million is that we are going to get $560 million 
less airplanes. 

Mr. Brownson. Don’t you think there is any slack you can take up 
in airplane production ? 

Secretary Finterrer. No, I do not. 

Mr. Brownson. How about this paper that has been bouncing 
around the Air Force on case 55 on spare parts ? 

Secretary Frnietrer. That is a very difficult problem. Before I 
come to case 55, may I explain my general philosophy, and rather 
than get me into a detailed description, which I will be glad to do 
later, if the subcommittee wishes, as to the extent to which each of the 
House cuts extends our day of readiness beyond the already too extend- 
ed date of 1955, rather than doing that, let me explain the general 
philosophy. 

I ask the subcommittee to believe that we did our best to tighten this 
budget. The original figures that came up were substantially in ex- 
cess With what was finally approved by the Secretary of Defense, but 
the major cut in those figures was made by the Chief of Staff and 
myself in meetings in the bottom of the Pentagon. It was made as a 
result of our imposition of certain standards, two of which I have 
already referred to this evening, of which there were many others, 
which said, “No, you cannot have that kind of an air force. You have 
to cut it down because we have to be abie to sustain it.” 

The original figure we came up with was around $28 billion for 
all but public works. The figure we came up with to Mr. Lovett was 
22.4. 

This was quite a cut, made within the Air Force itself, without any- 
body else intervening. Then we went before Mr. Lovett and Mr. 
Foster, who sat opposite us at the table, and we spent several sessions 
in which we tried to see what further economies could be made. 

The Chief of Staff and I, with our assistants, discussed this matter 
with Mr. Lovett and Mr. Foster, and we cut it down to a figure and 
agreed on a figure of 21.3, excluding public works. 

“We chopped that budget before we got to the executive branch. 
Then the executive branch took the position that there was too much 
money—expenditures as against appropriations—too much expendi- 
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tures in the fiscal year 1953 in view of the failure to enact additional 
taxes, and that this was inflationary, this was dangerous, and we were 
ordered to extend the date of readiness by a year, which we did. We 
cut out a very large number of airplanes, et cetera, and we further 
cut it to 20.7 for everything but public works. 

We really cut this thing down in broad lines. But I am not yet 
satisfied that the efficiency factor in the Air Force is right. It cannot 
be. All I am saving is that at this point you cannot make a cut in 
that figure by line items because you cannot forecast the future. 

Unfortunately, General Rawlings, the commanding general of the 
Air Matériel Command, in explaining to the House Appropriations 
Committee, was somehow or other misunderstood. I thought his pres- 
entation was entirely clear and excellent, but the fact remains that 
certain of the savings that he has been working on and to which we 
gave effect in our own forecast of the figures that we were asking for 
for fiscal 1953, the House Appropriation Committee and the House 
floor got the idea that those were savings which we did not put into 
effect and had not given effect to, but we have. 

Are we satisfied with that? Wearenot. I have instituted a system 
of review of the money which we are going to get in fiscal 1953. I 
have instituted it in advance. That system covers the following 
points: 

First of all, I have already explained to the subcommittee how we 
cut that personnel figure. I really am proud of that. I think 15 per- 
cent for a 50-percent increase is not bad. But even so, we are not 
satisfied with that, and we are going to have a special commission 
headed by a civilian, who will have other civilians to work with him 
and will be assisted by probably two general officers, which is going to 
strike at that personnel factor and see if they cannot make further 
economies in that. 

We are going to have a similar commission to do the same thing on 
equipment. We are going to see whether we cannot get Fords to do 
the job of Cadillacs. Weare going to see whether we cannot do with- 
out Fords and Cadillacs in certain things. We are going to hit at 
those two things. Those are the major ones. 

There is a third one that will go to work on the public-works pro- 
gram. ‘Those three commissions are going to work under the Secre- 
tary of the Air Force during the forthcoming year to see if we cannot 
turn back some money to the Congress. I cannot say at this time that 
we will. I dosay this: You cannot cut that appropriation in advance 
in anticipation of that cut, because you will cut it in the wrong place. 
Nobody can tell. 

It will require these three commissions working all year to find out 
where it can be done. 

So my answer to your question is that I do not know, but I am 
determined to do what I can to see to it that those savings are made. 

Mr. Brownson. There was a charge made in the newspapers very 
recently that the Air Force keeps two different sets of books; is that 
correct ! 

Secretary Frvuerrer. I deny that. The Air Force would not do 
such a thing. I cannot imagine any Air Force officer doing such a 
thing. 

Mr. Brownson. This was stated according to Assistant Secretary 
FE. V. Huggins. 
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Secretary Frnuerrer. That is another newspaper error. That is 
one of the things that is put in headlines, although it is not the fact. 

Mr. Bonner. It is sort of a coin-flinging story. The story about 
flipping a coin to see how you divide the money up. 

Secretary Fixuerrer. No, sir. I know what you are referring to. 

if I may reply to this one, I think I can explam that if you want 
it explained. 

Mr. Bonner. I would like to hear it, because it disturbs me. 

Secretary Finiterrer. What happened was this. I can give you the 
example of the Goose Bay Air Base. This is in the public works 
appropriation request. The original request asked for the Goose Bay 
base in the public works appropriation request was $80 million. At the 
very last minute, in order to get within the ceiling, contained in the 
line items of the Executive’s budget presentation to the Congress, 
that was cut to $50 million. 

I think it was 50, it may have been 55. It was cut. 

There was no possible way in which you could get a cut in that 
Goose Bay appropriation request without interfering actually with 
the operation. So an artificial method was adopted of cost factors to 
bring it down to the $50 million. It was so testified to by Assistant 
Secretary Huggins. I think it is a very irrational way of presenting 
the matter. That was the way in which it was arranged between the 
Bureau of the Budget and the Air eee, 

There was no attempt to conceal anything. There were no separate 
sets of books. It was merely giving effect to a cut for which there was 
no substantive justification. Nobody was trying to deceive anybody. 

Mr. Brownson. You mentioned the budget screening that went 
on in the aircraft procurement program, in which we are all interested. 
Did you also screen your public works program? Our sister sub- 
committee conducted a little investigation at Andrews Field which 
indicated rather lavish expenditures in that respect. 

Secretary Fryuetter. The 21.7 figure I mentioned included every- 
thing but public works. The different procedure was adopted with 
respect to public works. That came later into the proceedings of the 
Department of Defense. An arbitrary limit contained in the line item 
was interposed at the last moment. So there was a question, not of 
screening, but a top line item which held us back. 

Actually, we are asking now in the current appropriation request 
for an amount of money which is entirely inadequate and we are 
stating openly to the various committees—the four committees before 
whom we are appearing—that it is inadequate, and we propose to 
come up for a supplemental request in January 1953. 

I do not mean to give you the impression that there was not careful 
work within the staff. There was. The original program of the Air 
Force on its public works program goes way beyond anything even 
which is contemplated in this regular 1953 request and in the supple- 
mental, and it was screened quite carefully, but I cannot say that the 
same screening was given to it within the Department of Defense and 
by the Bureau of the Budget. We are held down there by the artificial 
limit, rather than by a demonstration of the realities of the situation. 

Mr. Brownson. It is always disturbing to this committee to see the 
amount of money going into public works for the armed services, 
when we compare the size of the armed services, and the construction 
activities of the armed services today with the size of the armed serv- 
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ices and the construction program during World War II. Now, we 
find a much reduced armed services yet with most of World War II 
real estate still in the hands of the armed services, we get these 
tremendous public works projects. 

Secretary Frnuerrer. I will be glad to explain the program to the 
committee. We are hopelessly behind in our public works. We are 
taking chances with the national security in not moving faster in it. 

Mr. Brownson. Then you stand by the statement which, being a 
television fan, I heard you make on the “Longines Chronoscope,” that 
the only thing which stands between us and an adequate air force is 
money. 

Secretary Frnierrer. Absolutely. 

Mr. Brownson. You are satisfied with production phasing. You 
are satisfied with all the other factors. The only thing you need is 
money. 

Secretary Frnterrer. No. I am not satisfied with anything. I 
would like to cut down lead time. I think our production is begin- 
ning to roll nicely. I think the things which are limiting us are 
money, artificial limitations imposed as to the amount of spending 
during the fiscal year 1953, plus a lack of ability to commit funds dur- 
ing fiscal 1953. 

Production is way ahead in its potentialities of the money. 

Mr. Bonner. Why do you not go back to the Army system for sup- 
ply and then translate your savings into planes? 

Secretary Frnterrer. Well, sir, in the first place, as to 80 percent of 
our purchases, we did not and never have, since 1917. As to the 20 
percent, what we are trying to do is we are enunciating policy, the 
purpose of which is to get the 20 percent at the cheapest possible cost 
to the taxpayer. 

Mr. Bonner. Let me point out one little matter, Mr. Secretary. Let 
me give you an example. This was in Anchorage. We went to a 
quartermaster depot and asked to look at the line items on stationer 
There are some 17 kinds of paper there. The Army standards, I think, 
were 814 by 1014 on mimeograph paper. Then we went to the 
Air Force records and asked to look at the same type of paper. They 
said they did not use 814 by 1014; they used 8 by 1014, because they 
had taken over that peculiar item and set up their own specifications 
for them. How in the world do we achieve any economy setting up 
two systems, one branch of the service saying we have to have 814 by 
1014, and another one saying we have to have 8 by 10? Because, 
as they say, they cannot support their troops in the field unless they 
change those specifications. 

That is a little item, but it is an example where you had a unified 
command, yet they all could not write on the same paper. 

When the Air Force was under the Army, the Army furnished the 
Air Force with uniforms. Since you got the Air Force, why did the 
Air Force take the uniforms out of common-use items? They have 
to have a special item for the Air Force. They have to make their 
own uniforms, whereas the Army formerly supplied them. So there 
isa duplication that is unnecessary. 

Secretary Frnierrer. Mr. Chairman, on the paper I am not in- 
formed. Tamsorry. I cannot tell you about the paper. 

Mr. Bonner. I do not blame you. I do not think anybody can give 
us a sensible answer on that. 








FEDERAL SUPPLY MANAGEMENT 93 


Secretary Finuetrer. I do not see why we cannot use the same 
paper. 

Mr. Bonner. That is what brings on duplication and unnecessary 
stocking and expenditures, warehouse storage, multiplication of use- 
less items that duplicate themselves and triplicate themselves. 

Secretary Finterrer. Mr. Chairman, may I ask permission to file a 
statement about this paper ¢ 

Mr. Bonner. All that is at the cost of your airplanes. This subcom- 
mittee wants to see a strong Air Force in the air. 

Secretary Fixterrer. On the paper, if that is being done, and there 
is no reason for it—and I cannot think of any—then that is some- 
thing which must be corrected, but I do ask permission to examine 
the matter and file at this point in the record a statement concerning 
the paper to which the chairman has referred. 

(The information requested follows :) 

Specifications are identical with respect to the correspondence-type stationery 
used by the Air Force and the Army. Furthermore, this correspondence station- 
ery is procured for the Air Force by the Department of the Army. I am unable 
to account why in the particular instance you cite at Anchorage the stationery 
used by the Army and the Air Force were of different sizes. 

Secretary Finuerrer. About the uniforms, I am not sure I agree 
with the chairman about the uniforms. I think this is a debatable 
matter. I think the esprit de corps of an organization is at unt. 
I rather like seeing the Marines in a Marine uniform and the Navy 
in a Navy uniform and the Air Force in an Air Force uniform. 1 
think pride in uniform is a very important thing. As a matter of 
fact, 1 would like to see the summer uniform changed. 

Mr. Bonner. But when you get into the fighting zone—— 

Secretary Finuerrer. When you get into the fighting zone, these 
things do not loom up quite as high. 

Mr. Bonner. We have shown you where they were fighting about it 
in the fighting zone. 

Mr. Meaper. Can they not have pride in the color and style 
the uniform!’ Do they have to have pride in the procurement or stor 
age of it? 

Secretary Finterrer. Not a bit. 

Mr. Bonner. We were talking about procurement and distribution. 

Secretary Finierrer. I thought you were talking about the fact 
that we have the blue uniforms. 

The Quartermaster buys our blue uniforms. 

Mr. Brownson. I would like to ask the Secretary again, as I did 
the Secretary of Defense last night, about this case 55, with which I 
am very concerned. I understand that General Cook has written a 
letter on case 55. I might ask him his reaction first. 

Secretary Finterrer. Would you let me try first a general shot 
on that case 55? 

Mr. Brownson. Yes. 

Secretary Frnverrer. Spares are really serious problems for us, as 
you know from your being in the fighting front, et cetera. 

(Discussion off the record.) 

Secretary Fin.errer. In general, we are having troubles with our 
spares, and in some instances they are in the types of combat aircraft, 
where it is most inconvenient to have it. This principle of concurrence 
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of spares with delivery of the airplane is important. This 55 busi- 
ness is an attempt—I do not say it is a perfect attempt, I am not pre- 
pared to say, in my opinion, is the right one—all I can say is when 
I talked to the members of the Air Staff, they told me it is. They also 
tell me they do not believe there will be any extra cost. The idea is 
to allow the aircraft manufacturer in the first instance to make the 
determination of the spares, but he does not make it in an unqualified 
fashion. In the first place, he is given the criteria by the Air Force 
about what is going to happen to ‘that aircraft during a period of 12 
months, the number of flying hours, and so forth. 

What happens? Let’s take landing gears. Let’s say that the manu- 
facturer, who is the best qualified man to make the estimate, indicates 
that you are going to need X number of spare landing gears, so many 
tires, that a tire will last 27 times, granted the type “of landing field 
you will have. He makes the calculations. Let’s assume he ‘has a 
selfish interest in exaggerating the number of spares. We have the 
right to reexamine the situation as soon as time permits, and to 
rectify any mistake that may have happened. 

Then let us suppose that that particular aircraft, for some reason or 
other, has gotten ahead in the number of spares needed. 

Well, the number of spares of landing gear can be applied to pro- 
duction articles as they come off the line. This is what I am told when 
I ask about that question. 

Mr. Brownson. I do not quite follow you on that point. How do 
you mean that ? 

Secretary Finterrer. Suppose they say you need five spares of a 
certain thing, and in fact you need two. You have three extra spares 
at the end of the trial period. Still, that aircraft will be presumably 
in production and the three extra ones can be used as production 
parts of the new airplanes. 

Mr. Brownson. Are not your three extra spares with the airplanes? 

Secretary Frnuerrer. I agree that there has been a transportation 
question. 

Mr. Brownson. It would be a problem to bring them back from 
Okinawa. 

Secretary Finterrer. You can cut down on the subsequent spares 
that go out to the same place. It is rare that you have spares deliv- 
ered to point A and there is not a continuing demand of spares. 

Since this is the bailiwick of General Cook, I suggest that he speak 
on the subject. 

Mr. Brownson. It is my understanding that case 55 works sim- 
ilarly to case 30, except case 30 was for aircraft frames only. 

General Cook. For what? 

Mr. Brownson. Case 55 operates similarly to case 30, which was 
for aircraft frames only. 

General Cook. I am not familiar with case 30. 

Mr. Brownson. I understood that case 55 would result in some 
economy by breaking up this type of procurement en masse from the 
manufacturer under his own specification; is that correct? 

General Cook. I do not believe that we should be guided entirely by 
theories as to how much would be saved. The one absolutely essential 
thing that we have to have is concurrent spare parts with the delivery 
of the airplane. We have to have that. 
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The system by which we get that—we have to pay for those spare 
arts, the ones that we get with the airplane—whether we get them 
probes get them early. We want to get them early. 

The system that is proposed now to accomplish that is to have the 
aircraft manufacturer suggest a range of spare parts that will be 
delivered concurrently with the aire raft to take care of it for 1 year, 
and that will be reviewed at the factory level or in the district, and 
approve it on the spot, more or less, and then later on there will be a 
formal examination of that range of spare parts by a regular pro- 
visioning committee, and they will then adjust the se schedule. 

Mr. Brownson. Do you not have spare parts on hand in addition to 
those you get at the time of delivery of the aircraft ! 

General Coox. We may have. 

Mr. Brownson. Do you take that into account at all, or does the 
manufacturer supply your formula across-the-board, your stock of 
spares with each airplane or assembly regardless of your stocks else- 
where ? 

General Coox. That will be taken into account. 

Mr. Brownson. When we were in France I was talking to one of 
our officers there who gave me the instance of a naval lieutenant who is 
our liaison officer in France in the matter of aircraft maintenance. He 
told me about 150 planes that were of the piston type that were sent 
over to France with 2 years’ supply of spare parts on a program 
roughly such as you are talking about. That 2 years’ supply was 
supposed to last them until France could produce their own spare 
parts. Within 6 months those spare parts had been so abused in 
storage, although they were all kept track of nicely, that they could 
not be used. The »y were kicked around in storage in such a way they 
were virtually unusable. Fr: ance turned around at the end of 6 months 
and asked for another 2 years’ supply of spare parts. 

That worries me, particularly on mutual aid spare parts, the matter 
of sending these kits complete and not holding them back and doling 
them out as they are needed. 

General Coox. Do you recall what type of aircraft that was? 

Mr. Brownson. There were three or four different numbers. I do 
not have them with me tonight. 

Secretary Finvetrer. On the MSA aircraft, the plan is to the maxi- 
mum extent as to develop the building of spares abroad. 

Mr. BrowNnson Thi at was the original intention. As I get it, we 
gave them a 2 years’ supply to last until they could get into produc- 
tion, themselves. But largely, I am convinced, because of this naval 
lieutenant’s low rank, which precluded him from the contacts with 
the high ranking French military—they have a more rigid caste 
system that we have—nobody supervised the storage of these parts 
adequ: ately and hundreds of thousands of dollars’ worth of spare parts 
were allowed to deteriorate in the 6 months. A new request was then 
made for an additional 2 years’ supply. 

Secretary Frxuerrer. Were not the local mission watching that? 

Mr. Brownson. Apparently not, in this case. The French were 
keeping track of the supplies. They knew where everything was 
and had an excellent inventory, I was told, but parts were stored in 
such a way that they became unserviceable. The bookkeeping was 
magnificent, but unfortunately you could not fly the planes on the 
basis of the stock records. 
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That is what worries me about all these parts that accompany the 
plane in quantities determined by the manufacturers. 

I put a letter in the record last night from one of the Under Secre- 
taries in the Department of Defense who had formerly been connected 
with the automotive parts business. He assured his correspondent that 
the quickest way to go broke in the spare parts business would by to 
let the manufacturers prescribe the quantities of spare parts that he 
would buy as a businessman. 

Secretary Frnuerrer. We do not allow them to prescribe it. We 
have a continuing control. We have the basis of experience in check- 
ing up with them. They cannot say what we are going to have in 
spare parts. 

In the first instance, we look to them for a suggestion, but the de- 
cision is ours. 

Mr. Brownson. And then after the trial period you step in and make 
a determination on the basis of actual field experiences ¢ 

Secretary Finverrer. Right. 

General Coox. As soon as we can, but it takes some time when a 
new aircraft is sent into the field. You know, because you are an 
old hand at this. You know it takes some time to establish consump- 
tion data. We do not know about it at first until we have had expe- 
rience. 

Mr. Brownson. But the quantities can be readjusted with the manu- 
facturer. 

General Coox. Yes, sir. 

Mr. Brownson. And the surplus parts can either be shipped back 
or diverted into other areas? 

General Coox. Yes, sir. 

Mr. Brownson. I would say the success is dependent on that follow- 
General Coox. It is a matter of close follow-up. 

Mr. Bonner. Mr. Shelley? 

Mr. Suetitey. No questions. 

Mr. Bonner. Mr. Fine? 

Mr. Five. No questions. 

Mr. Bonner. Mrs. Harden? 

Mrs. Harpven. Mr. Secretary, in your estimation is our Air Force 
adequate at this time to carry on our operations in Korea ? 

Secretary Fixierrer. Mrs. Harden, our Air Force in Korea is in 
very good shape. It has conducted in the past a highly successful 
operation. It has done that in conjunction with Navy aircraft, Ma- 
rine aircraft, and the air of our allies ‘in the United Nations. 

It has maintained and still has supremacy over the air in Korea. 
I do not want to say, however, that there is not a serious threat 
against that air. The Chinese Communist Air Force has been built 
up from zero, when the Chinese went into Korea until it now numbers 
well over 2,000 planes, of which over 1,300 are jet-type airplanes. 

Those airplanes are practically without exception Russian-made. 
They are definitely a serious threat. We hammer every day the com- 
munication lines and the close support targets of the enemy. They 
never touch our communication lines or our close-support targets to 
them. But nevertheless the existence of that force is something 
which is unsatisfactory. If it were thrown all out into the battle, 


it would be most serious. 
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I nevertheless have great confidence in the capacity of our air, by 
which I mean the total United Nations air, to deal with any such 
pattern. 

Mrs. Harpen. Thank you. That is all, Mr. Chairman. 

Mr. Bonner. Mr. Secretary, is the Air Force getting satisfactory 
medical supply service under the present set-up ? 

Secretary Frnterrer. Medical supply service ? 

Mr. Bonner. Yes. 

Secretary Frnterrer. I believe the supply service, the medical sup- 
ply service is satisfactory. 

Mr. Bonner. Is the Alameda supply test satisfactory to the Air 
Force ¢ 

Secretary Frnuerrer. I cannot answer that, Mr. Chairman. I will 
have to consult the Surgeon General before I answer that. 

Mr. Bonner. Do you know of any specific case where the Quarter- 
master failed to supply the Air Force satisfactorily ¢ 

Secretary Finterrer. I do not, but I suggest that that question 
also be directed to General Cook, who is directly responsible for 
that. 

General Coox. I do not know of any case in which the Quarter- 
master General of the Army failed to take care of the Air Force re- 
quirements satisfactorily. The Quartermaster General purchases a 
great many things for the Air Force today, including our cloth- 
ing. 

Mr. Bonner. Then, in effect, General Alkire was not right in his 
statement. 

General Cook. He may have been there. That may have been an 
isolated instance. 

Mr. Bonner. Then an isolated instance would be no basis for build- 
ing up a separate supply system. 

Secretary Finuerrer. No. 

Mr. Bonner. Under Secretary Alexander stated that pooled ar- 
rangements of procurement and distribution of duck and webbing was 
established since these items are vital and critical. Would not the 
general use of such a system prevent items generally from reaching the 
critical supply stage ? 

Secretary Finuerrer. I do not know, sir. I will have to ask for 
help from General Cook. 

Mr. Bonner. I have here a copy of a timely report to the President’s 
Material Policy Commission. This report reiterates what we should 
have already known: that we are a have-not Nation with respect to 
certain vital materials, and in a few years we may not have the where- 
withal to protect ourselves. How can we, in good conscience, allow 
excessive use of these materials? 

Secretary Finterrer. We cannot allow excessive use of these ma- 
terials. I do not know whether we do or not. 

Mr. Bonner. That is just what bothers us in the supply systems 
today—their excessive use of materials that are critical—and it is the 
subcommittee’s great concern whether or not we are not scattering our 
wealth in actual resources as well as our wealth in money around the 
face of the earth, building up this national defense which duplicates in 
many places. We are concerned to find out just how we can conserve 
in accordance with this report that has just been released, 
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Secretary Finuerrer. Mr. Chairman, we are just as concerned as 
you are to see there is no excessive use of anything. This report deals, 
as I understand, with raw materials in the main, and that applies to the 
Air Force, mainly i in aircraft, and I am not aware of any excessive use 
of strategically lacking materials. On the contrary, in some in- 
stances, we have reduced the efficiency of some of our engines by the 
injection of nonalloyed materials of certain types. 

Mr. Bonner. Mr. Secretary, I wish you could have been with this 
committee and the people we visited, the bases we visited, had never 
known who you were, so you could see with your own eyes the waste 
this committee saw in the national-defense establishments around 
the world. I will tell you it is appalling. 

Secretary Frxuerrer. You may be sure, Mr. Chairman, that every 
suggestion of this committee as to the existence of such waste will be 
scrupulously examined and rectified where found. 

Mr. Bonner. I want to read you one of the recommendations of 
this Commission : 

The Commission therefore recommends that the Secretary of Defense, jointly 
with the Secretary of the Army, the Navy, and the Air Force, and with the co- 
operation of the Bureau of the Budget and the National Security Resources 
Board, undertake a thoroughgoing review and appraisal of the existing 
organization and procedural arrangements within the Department of Defense for 
insuring vigorous action of all types and at all points to conserve scarce materials 
and to increase scrap recovery with a view to strengthening such arrangements 
wherever appropriate. 

Secretary Frxuerrer. Most desirable. 

Mr. Bonner. Evidently it is necessary, then, for somebody to point 
out the things we have seen, and encourage and bring to the atten- 
tion of those who administer the affairs of the national defense that 
economy is vital and necessary. ’ 

Secretary Fryterrer. That is true, Mr. Chairman, but I hope that 
there is no implication that the heads of the Departments are lacking 
in any zeal for economy. 

Mr. Bonner. Mr. Secretary, I sometimes regret that I have seen 
the things I have seen. If the people of this countr y could see what 
this subcommittee has seen, they would just lose faith in supporting 
the national defense, as it is now set up. 

Secretary Fryuerrer. It is most important, I think, Mr. Chairman, 
that these things be kept in perspective, however. I think to pick out 
isolated examples and lay special emphasis on that—— 

Mr. Bonner. This is not an isolated example or report. This is a 
report 2 years after the beginning of Korea. 

Secretary Frnterrer. I have not studied that report. I am sure Mr. 
Paley has some very valuable suggestions and they will be examined. 
But I do not want to leave with this committee any impression that I 
am any less zealous in the case of the Air Force to achieve the maxi- 
mum efficiency possible than this subcommittee is. I think we are 
agreed on the objective tr be sought. 

Mr. Bonner. Any other questions by members of the subcommittee ? 

Mr. Mraper. Mr. Chairman, I had a question on this subject of 
supply. I wanted to ask the Secretary or his associates if he is fa- 
miliar with the amendment that Senator O’Mahoney proposes to offer 
to the appropriation bill in the Senate which would seek to eliminate 
the duplication of functions of supply. 

Secretary Frnuerrer. Yes. 
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Mr. Meaper. The last phrase of that amendment bothers me some- 
what. 

First, I should say I assume that the Secretary is also familiar with 
section 636 of the appropriation bill as it passed the House. That pro- 
vision was included largely through the efforts of this subcommittee 
on the floor of the House. Its purpose was to stop this separate supply 
system on common-use items. 

IT assume you are familiar with that language. 

Secretary Frnuerrer. Yes, sir. 

Mr. Meaper. Both amendments, both provisions ? 

Secretary Firnterrer. You said 636. Is it not section 640% That 
is the section that I have in my memory. Am I wrong? 

Mr. Meaper. I have here the Congressional Record of April 9. On 
page 3952 the amendment appears as it was adopted by the House. 
It reads: (So called O’Mahoney amendment became section 638.) 

No part of the funds herein appropriated——— 

Secretary Fryterrer. That is the one I refer to, section 640. 

Mr. Meaper. Both of those provisions—the O’Mahoney provision, 
which was released the other day, and the amendment as it appears in 
the House version of the bill—are aimed, I believe, at the same objec- 
tive. The question I have is with respect to the wording of the 
O’Mahoney amendment, which ends with this phrase (reading) : 
Except in accordance with regulations issued by the Secretary of Defense. 

The whole provision is that no officer or agency within the Depart- 
ment of Defense shall obligate any funds for production, procurement, 
warehousing, distribution of supplies and equipment, except in accord- 
ance with regulations issued by the Secretary of Defense. 

The question arose in my mind whether or not this program, which 
was initiated with the Zuckert and Kessler directives in March of 1951, 
was not stopped by the Secretary of Defense directive of July 17, 
1951, but commenced in operation in October of 1951. to be phased out 
until 1954 and 1955, might still not proceed, since the Air Force al- 
ready presumably was operating under regulations issued by the 
Secretary of Defense and, therefore, would not be stopped by this 
language. 

Secretary Frnuerrer. It would be. It is true that it was already 
stopped by that language, Mr. Meader. The O’Mahoney amendment 
has some language in it—I do not have it before me—to the effect that 
except where it is more efficient or more economical, or something like 
that. 

Mr. Meaper. It says (reading) : 

Notwithstanding any other provisions of law, and for the purpose of achieving 
an efficient, economical, and practical operation of an integrated supply system, 
designed to meet the needs of the military Departments without duplicating 
and overlapping of either operation or function, no officer or agency in or under 
the Department of Defense, after the effective date of this section, shall obligate 
any funds for procurement, production, warehousing, or distribution of supplies 
or equipment except in accordance with regulations issued by the Secretary of 
Defense. 

Secretary Frnuterrer. I take it that what that means is that the 
Secretary of Defense must act for the purposes outlined at the begin- 
ning of the O’Mahoney section. Indeed, I cannot conceive of another 
case. I can conceive of a case where it would be most expensive to do 
a certain operation and most efficient, but where the award in terms 
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of national security to meet some immediate or long-term emergency 
might justify the additional expense. 

Mr. Meaper. My question was a little narrower than that. Perhaps 
it is a legal question that Mr. Hill should answer. I am trying to find 
out the effect of this language included in the appropriation bill in the 
Senate if it becomes law, instead of the language in the House version. 
Thereafter, could the Secretary of Defense issue a new directive and 
say to the Air Force, “Now, you can go ahead and set up your separate 
supply system for common-use items”? Or in the absence of any 
new directive could the Air Force proceed with this program that is 
already under way and rely on regulations issued in the past, which 
they must have relied on in the first place to go as far as they have 
now ¢ 

Secretary Frnuerrer. I would think that would require a new direc- 
tive from the Secretary of Defense; but, after all, you would like to 
have Mr. Hill’s judgment. 

Mr. Meaper. I would like to have counsel’s judgment on that. 

Mr. Huu. I have not had occasion to consider that before. It 
would be a matter for decision by Mr. Lovett in accordance with the 
views he expressed last night, but it would seem to me you would have 
to have a new regulation issued to satisfy that statute, but that is a 
completely curbstone view. 

Mr. Meaper. It is certainly clear that officers in the Air Force 
would be under the Department of Defense ¢ 

Mr. Hinz. That is quite clear for this purpose. 

Mr. Meaper. Therefore, your best judgment would be that under 
that language, if it becomes law, this movement that the subcommittee 
has witnessed around the world will come to a direct stop until the 
Secretary of Defense issues a new directive permitting it? 

Mr. Hitz. As I recall, there is a 60-day saving provision, so to 
speak, 

Mr. Meaper. This section shall be effective 60 days after the ap- 
proval of this act, but at the end of 60 days 

Mr. Hitt. Yes, at the end of 60 days it could come to a stop. 

Mr. Meaper. There will be no authority to build new warehouses, to 
employ personnel, or to acquire inventory to perform those supply 
services which the Air Force has been receiving from the Department 
of Army up to the present time. 

Mr. Hint. That would be my judgment, and just as a side considera- 
tion I would point out if the warehouse was 80 percent completed— 
and I am not aware of any such situation—it would seem to me that 
type of case would have to necessarily have to be covered. You would 
not stop that at that point, but that is a completely off-the-cuff reaction 
to the effect of that provision. 

I think you would need a new regulation. 

Mr. Meaper. I do not care. You do not have to answer this ques- 
tion if you do not want to, Mr. Hill. As between the Senate language 
which we just read, and the House language which you are familiar 
with, is there any doubt in your mind which is clearer and more 
complete and final ? 

Mr. Huu. Speaking quite frankly, Mr. Meader, I had some difficulty 
understanding what the intention and effect of section 640 would be. 
As you know, there were various arrangements in effect prior to 
August 1, or in process of being put into effect. It seems to me hard to 
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determine from this language what exactly would be the effect. on such 
arrangements. I had supposed that the purpose was to say there would 
be no duplication of facilities for personnel unless there was a com- 
pelling economic or military reason for it; and it seemed to me that, 
that being the purpose, it could be stated more explicitly and directly, 
and I believe that in the statement which the committee members are 
familiar with, that Mr. Gilpatric submitted to the Senate Appropria- 
tions Subcommittee, he in effect suggested that, if it was the thought 
that the statutory language prohibiting duplication was required, we 
come out and make it applicable to all three services, and say there 
shall be no unnecessary duplication of personnel or facilities in this 
supply field. ; 

(See also testimony of Mr. McNeil on this point, p. 142.) 

Secretary Frnuierrer. While we are on that, Mr. Meader, reading 
this provision, I will take it that it might very well be interpreted 
to mean despite the fact that there is some service being rendered 
by the Army for the Air Force prior to October 1, 1951, which in the 
view of everybody should be transferred to the Air Force, in order 
to have the operation conducted properly in the national interest, and 
right at this minute I am thinking of guns, nevertheless, it could not 
be transferred. 

I think to freeze a system as if it were perfect is the most dangerous 
one, especially when we know it is not perfect. And I could go 
on at some length about guns. 

Mr. Brownson. Mr. Chairman, I would like to ask just one or two 
more questions. 

The committee has also been very interested in surplus property. 
How does the surplus property, Mr. Secretary, that the Air Force 
now has on hand compare with, say, a comparable period during 
World War II. Are we trying to look ahead many years, probably, 
to an ultimate surplus and disposal problem ? 

Secretary Frnverrer. You mean how much property do we have that 
would become surplus in the event there was a demobilization ¢ 

Mr. Brownson. How much do you have on hand that is surplus 
now? How does it compare with the World War IT surplus at this 
stage ¢ 

Secretary Finverrer. I would have to get the figures on stocks at 
hand now and at the peak. 

Mr. Brownson. Would you send us an estimate ? 

Secretary Fixuerrer. Yes, we will be glad to furnish that. 

(The information requested follows :) 

As a result of World War IT, the dollar value of Air Force property eventually 
disposed of as surplus is estimated to be about $13 billion. Of this total, prop- 
erty valued at approximately $11 billion was reported to disposal agencies, 
either with War Assets Administration or the Foreign Liquidation Commission, 
and property valued at about $2 billion was disposed of by the Air Force as 
either scrap or salvage. During fiscal year 1952 the Air Force disposed of 
excess and surplus property valued at approximately $152 million. During 
fiscal vear 1953 it is estimated that property will be disposed of at a value of 
approximately $190 million. The present disposal program is being carried out 
under Public Law 152, Eighty-first Congress. 

Mr. Brownson. Do you have a staff group working on plans now, 
even this far in advance, so that a more reasonable surplus disposal 
scheme can be worked out than was worked out during World War 


Il? 
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Secretary Frnuerrer. Yes, we do. 

Mr. Brownson. There is planning going on at the present time? 

General Coox. Yes, sir; very definitely. 

Mr. Brownson. That is very encouraging. This subcommittee has 
long felt that one of the troubles with the surplus disposal following 
World War II was that there were no plans developed until it became 
a matter of immediate interest. Then, certain groups became inter- 
ested in getting hold of the surplus and other groups worked des- 
perately to keep the surplus out of the continental United States. The 
policy and directives were actually worked out at such a Jate date that 
many factors had to be considered and compromised which were not 
always desirable factors for consideration. Ts it your intention, when 
your plan is worked out to submit that plan through the Secretary of 

Jefense to such a subcommaittee as this in Congress as a basis for draft- 
ing workable surplus property legislation well in advance? 

General Coox. May I answer part of that? 

Mr. Brownson. Yes, sir. 

General Coox. I am not sure that the situation needs legislation. 
There has been some testimony before one of the committees, the Holli- 
field subcommittee, I believe it was. 

Mr. Huw. I believe yesterday. 

General Coox. On the subject by one of the Air Force officers who 
is very intimately concerned with this problem, and is assisting in 
working it out. 

Mr. Brownson. It is in the planning stage. 

General Coox. Yes, sir. 

Mr. Bonner. You are looking 2head? 

General Coox. Very actively. 

Mr. Brownson. I would like to ask the Secretary to comment on 
the Munitions Board as it is presently constituted, and the relation- 
ships of the Secretary of the Air Force to the Munitions Board. 

Secretary Frvvetrrer. Well, the Munitions Board is the successor to 
the wartime Munitions Board, and the wartime Munitions Board was 
really centered in two men—Mr. Forrestal and Mr. Patterson—and 
they worked together extremely well. There was an attempt to codify 
that arrangement in the National Security Act of 1947, and it was not 
possible to codify it. In the first place, a third service had come in, 
and what was possible with two, especially two such unusually able 
men as I have just mentioned, might not be possible with three men, 
unknown men. 

So it was decided that the Munitions Board would be composed of 
the representatives, as I have the language, the procurement secretaries 
of the three services, with a chairman to whom might be granted the 
power of decision. 

I suppose that you want to know, Mr. Brownson, whether I think 
that has worked well? 

Mr. Brownson. Yes, and whether you have any alternative idea or 
proposal for improving the Munitions Board that you think should 
be considered. 

Secretary Frnuerrer. I am aware of the suggestion that has been 
made that there be an Under Secretary or Assistant Secretary for 
Procurement in the Department of Defense, and I would personally 
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interpose no objection to the creation of such a post within the De- 
partment of Defense. 

I think it might possibly have certain advantages. I would not 
want to specify the duties of that Procurement Secretary in such a 
way as to derogate from the overriding power of the Secretary of De- 
fense, but I can conceive of some merit in that, rather than in the at- 
tempt to codify a historical arrangement which could not by definition 
be codified. 

Mr. Brownson. In your opinion, would this new Procurement Sec- 
retary replace the Munitions Board, or would there still be a place 
for the Munitions Board ? 

Secretary Finuerrer. I dislike ever saying to a congressional com- 
mittee that I just am not ready to answer that, but this is a very com- 
plicated question. I would suggest that this is really a question 
which possibly would be part of a general review of the act. I have 
never though about this subject until I saw the suggestion recently. 
I have no fixed view on that at this moment. 

Mr. Brownson. If we eliminate that suggestion for the creation of 
a new Under Secretary for Procurement, do you have any reaction on 
whether or not the Munitions Board, as presently constituted, with the 
Procurement Assistant Secretaries works more advantageously than 
would a Munitions Board composed of three disinterested civilian 
parties. 

The point is that there has been some criticism of the Munitions 
Board, each of whom is a special pleader for the service he represents, 
ach of whom presents his own plea and then rushes down the hall and 
puts on his Munitions Board hat and sits in judgment on his own case. 

Secretary Fryietrrer. That is merely another form of putting it 
more directly under the Secretary of Defense and limiting service 
representation on it. 

As I say, offhand, I see no objection to the elimination of the service 
representation, but I must say I have not given it much thought. 

Mr. Brownson. I notice by the newspapers that you were conducting 
an investigation of this report of $28,393 of Air Force construction 
funds used to lay out a golf course at Fort McClellan. 

Secretary Fryverrer. Yes, we are. 

Mr. Brownson. And I think that was concealed in a soil erosion 
project. 

Secretary Frvierrer. Yes, that is the charge. 

Mr. Brownson. That is the type of thing that may be an isolated 
example but it is very disturbing. 

Secretary Fryuetrer. If that is correct, that is an outrageous and 
an extremely wrongful activity, and there will be disciplinary action 
taken. 

Mr. Brownson. Did you see the report of our sister subcommittee 
on the Andrews Field investigation out here ? 

Secretary Frnuetrer. I have. 

Mr. Brownson. That is an outrageous affair, too. 

There is one other thing we ran into in Japan, which you might 
find of interest. We discovered that many of your flying personnel 
are accustomed to scheduling flying trips into the Korean theater on 
the last day of the month. They fly into the Korean theater on the 
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last day of the month and fly back to Japan the next day and get 
their flying pay for 2 months and their exemption for income tax, 
based on service in the combat zone. 

Secretary Frnuerrer. That cannot be tolerated, and I have asked 
for a report from our commanding general. 

Mr. Brownson. That income-tax exemption is very justified for 
the combat personnel, and I hate to see it abused, because if it is 
abused, it may later be taken away. 

Secretary Frnuerrer. This has been looked into before, and the best 
indication we have is that that practice is not indulged in. I am 
asking General Cook to get a report from the commanding general of 
the Far Eastern Air Force. 

(The material requested follows: ) 

With respect to the allegation that Air Force officers in Japan are flying 
to Korea for short periods of time in order to obtain certain income tax ex- 
emptions, Headquarters, United States Air Force has received a report from 
the Far East indicating that there is no basis for the complaint that military 
personnel are abusing this income-tax exemption. All flights from Japan to 
Korea are monitored and any temporary duty of Air Force officers, which is 
extended from 1 month to the next, is authorized only if approved by Head- 
quarters, Far East Air Force. 

The Commanding General, Far East Air Forces, in conjunction with the 
commanding general, Fifth Air Force in Korea, has established strict proce- 
dures regarding travel of personnel into the combat zone. The instructions 
he has issued are as follows: 

A specific clearance is required for each individual desiring to travel to Air 
Force installations in Korea. This clearance is obtained from Headquarters, 
Fifth Air Force, which also has operational control over all flights into Korea. 
All Air Force personnel traveling to Army areas in Korea are required to ob- 
tain a clearance from the Eighth Army through Headquarters of Far East Air 
Forces. In every instance clearances are granted only when the travel is 
necessary in the conduct of official business. 

Mr. Brownson. Are we getting anywhere with the simplification 
of our planes? I talked to several pilots who came back from the 
Korean theater, who felt they were marvelous things mechanically, 
but wished that they would simplify and lighten them a little bit 
rather than having so many gadgets. 

Secretary Fintetrer. That represents quite a question. 

Mr. Brownson. That is quite an engineering problem. 

Secretary Finuerrer. I am not talking about the engineering prob- 
lem. Iam talking about the policy. This bears on certain apparatus 
on the plane. You know what I am talking about. 

Mr. Brownson. Surely. 

Secretary Frvuerrer. I am inclined to think that the answer is to 
step up our training operations, so that that particular kind of in- 
strument can be effectively operated by these men. 

I would be very loathe to adopt a policy of simplification and freez- 
ing of models at a time when we are in the midst of the greatest arms 
revolution in history and one of the fastest developing times in the 
history of man inthis art. Iam in favor, generally speaking, of seek- 
ing quality even at the cost of numerical production. This is not to 
say that we should load the plane with everything that we can find. 
We are attempting to avoid that. Our policy, in general, on this is 
to seek quality of performance so as to give our airmen the best 
chance with the airplane they have, but at the same time to avoid 
overgadgeting. 
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I think the overgadgeting has to some extent been a false charge. 

For example, you hear the statement, “Why do you not make a 
plane like the MIG, which is light and does not have ejection seats 
and all this and that and the other?” 

The answer to it is we do not want a plane like the MIG. We 
want a plane like the F-86, because the F-86 over-all, while it is 
about equal in performance, is a better plane and gives our pilots a 
better chance for survival. 

So the record to date is not as bad; our knock-down record is superb. 
That is due in major part to the quality of our pilots. We are alive 
to the implication of your question. Perhaps you might want to ad- 
dress that question to General Cook, and let him express his views. 

Mr. Brownson. I would be very interested in getting his reaction. 
That may be a problem that has been overcome. Several months ago 
this criticism was prevalent in Japan and Korea. 

General Coox. That problem has not been overcome, and I do not 
think it will ever be overcome as long as different people have different 
opinions as to what is the best piece of equipment to go into an aircraft. 
It is just like certain people buying low-cost automobiles; some like 
Dodge, others like Chevrolets, others like Fords. You get those differ- 
ences of opinion among military pilots. 

Wherever we can simplify the equipment, we are endeavoring to do 
so, so that it requires less attention on the part of the pilot. Im many 
cases, however, that simplification calls for another gadget. 

So, it is a difficult and complex problem. 

Mr. Brownson. Thank you very much. That is all I have. 

Mr. Bonner. Mr. Secretary, does the Air Force contract the train- 
ing of its recruit pilots to private schools ? 

Secretary Fin.tetrer. We do contract training out. 

Mr. Bonner. Then I want to ask you: Do the savings justify that 
with all the air bases you have and all the pilots and staff you have 
around air bases, and so forth ? 

Secretary Fin.errer. We do it because we think it is the most ef- 
fective and eflicient way of getting the job done. 

Mr. Bonner. Mr. Secretary, we are greatly appreciative of your 
testimony. I want to reiterate that this subcommittee has diligently 
endeavored during the past 18 months to do a constructive, respon- 
sible job of investigating and reporting. We believe the great econo- 
mies can and must be made within and between the services. The 
evolutionary approach toward better management must be expedited. 

With expenditures at $85 billion annually, we cannot wait too long 
for improvement. 

We feel the Air Force has made a mistake in trying to imitate the 
Army and Navy in setting up common services that are not really 
needed. We are definitely in a dependent age. No person and no 
agency can be autonomous. If the money be squeezed out of the du- 
plication and triplication and frills and luxuries, there will be much 
more for necessities. 

Mr. Secretary, the galley proofs of our hearings are available to 
you and your staff, and you will be free to send down and have them 
examined, to justify the report and the questions that have been 
asked you any time you may select. 
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The subcommittee plans more field investigations in August and 
will visit Wright Field. It is hoped that you and Mr. Gilpatric may 
accompany us on these visits. 

The next hearing will be Tuesday night of next week at 8 o’clock. 

Thank you very much, Mr. Secretary. 

Secretary Frvterrer. Thank you very much. 

(At 10:45 p. m., an adjournment was taken until 8 p. m., Tuesday, 
July 1, 1952.) 
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TUESDAY, JULY 1, 1952 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL Re.arions 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DeparTMENTs, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 8: a m., in room 
1310, New House Office Building, Hon. Herbert C. Bonner (chair- 
man of the subcommittee) presiding. 

Present: Representatives Bonner, Brownson, © urtis, and Meader. 

Also present: Thomas A. Kennedy, counsel to the Committee on 
Expenditures in the Executive Departments; Herbert Small, asso- 
ciate counsel; and Ray Ward, staff member. 

Mr. Bonner. The subcommittee will come to order. 

Tonight we continue hearings on House Report 1994, which deals 
with military supply management. 

Our first witness is Mr. Clay Bedford, who has had wide experience 
both in industry and the Government. I am first going to ask Mr. 
Bedford to give us a short personal sketch dealing with his experi- 
ence in supply, production, and related matters. 


STATEMENT OF CLAY BEDFORD, PRESIDENT, CHASE AIRCRAFT 
CO., INC., MEMBER, ADVISORY COMMITTEE ON PRODUCTION 
EQUIPMENT, OFFICE OF DEFENSE MOBILIZATION, CONSULTANT 
TO THE SECRETARY OF DEFENSE 


Mr. Beprorp. I went to work for the Kaiser Paving Co. in 1925 
and have been associated with the Kaiser interests except for approxi- 
mately a year’s service here in Washington since that time, including 
being the superintendent of construction on two dams, the vice presi- 
ge and general manager of the shipyard operations at Richmond, 

Calif., duri ing the war, and the executive vice president of the Kaiser- 
Frazer Corp., manufacturing automobiles at Willow Run, Mich. 

Mr. Bonner. Mr. Bedford, did you have any statement that you 
wanted to give the committee before any questions are asked you? 

Mr. Beprorv. No; I prepared no statements. 

Mr. Bonner. Are you familiar with the President’s remarks of 
April 27, 1951, to staff of the Department of Defense, Bureau of the 
Budget, and mobilization agencies relative to a more realistic develop- 
ment of the military budget. for 1952 and 1953? 

Mr. Beprorp. I am remotely. 
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Mr. Bonner. Are you aware that the President stated [reading]: 


Again, I repeat that this is going to place a particularly heavy management 
job on the entire executive branch to see that we buy wisely—buy what we need, 
put what we buy to good use—and do the whole job in a way that does not 
weaken our basic economy. 

You are generally familiar with that statement that the President 
issued at that time ? 

Mr. Beprorp. Yes; I concur that that seems to be familiar. 

Mr. Bonner. The statement will be inserted in the record at this 
point, 

(The document above referred to is as follows :) 


PRESIDENT TRUMAN’S REMARKS ON PROGRAMING MILITARY PROCUREMENT 
{Press release, May 3, 1951] 


The President today authorized the release of the remarks he made on April 
27, 1951, to a group of officials from the Department of Defense, the Executive 
Office of the President, and the defense production agencies. These remarks 
were made in connection with the budget for the military functions of the 
Department of Defense for the fiscal year 1952 (which the President transmitted 
to the Congress on April 30). The President made these remarks as one of the 
series of steps he has taken to see that the defense mobilization program is 
carried out rapidly and efficiently, with full teamwork among the agencies in 
the Executive Office of the President (including the Bureau of the Budget, the 
Council of Economic Advisers, the National Security Resources Board, and the 
Office of Defense Mobilization), the other emergency agencies, such as the Eco- 
nomic Stabilization Agency and the Defense Production Administration, and the 
regular departments, such as the Departments of Defense, Interior, Agriculture, 
and Labor—all of which have major roles to pay in the mobilization effort. 

Those who were present at the meeting on the military budget on April 27 
were 

Hon. Robert A. Lovett, Deputy Secretary of Defense. 

Mr. Lyle S. Carlock, Assistant Comptroller for Budget, Department of 
Defense. 

Hon. Frank Pace, Secretary of the Army. 

Hon. Karl R. Bendetsen, Assistant Secretary of the Army. 

Hon. Francis P. Matthews, Secretary of the Navy. 

Hon. Dan A. Kimball, Under Secretary of the Navy. 

Hon. Thomas K. Finletter, Secretary of the Air Force. 

Hon. Eugene M. Zuckert, Assistant Secretary of the Air Force. 

Gen. Omar N. Bradley, Chairman, Joint Chiefs of Staff. 

Gen. J. Lawton Collins, Chief of Staff, Army. 

Admiral Forrest P. Sherman, Chief of Naval Operations. 

Gen. Hoyt S. Vandenberg, Chief of Staff, Air Force. 

Hon. John D. Small, Chairman, Munitions Board 

Hion. Charles E. Wilson, Director of Defense Mobilization. 

Hon. William H. Harrison, Defense Production Administrator. 

Hon. Edwin T. Gibson, Deputy Administrator for Staff Services, Defense 
Production Administration. 

Hon. Manly Fleischmann, Administrator, National Production Adminis- 
tration. 

Hon. Frederick J. Lawton, Director, Bureau of the Budget. 

Hon. Elmer B. Staats, Assistant Director, Bureau of the Budget. 

Mr. William F. Schaub, Bureau of the Budget. 

Mr. George E. Ramsey, Bureau of the Budget. 

The President's remarks were as follows: 

“For the last several weeks many of you gentlemen have been involved in an 
intensive effort to develop the military budget for 1952. That budget represents 
one of the most significant programing jobs that this administration is going to 
place before the Congress this year. It is the major reason for our asking the 
Congress and the country to go along with many emergency actions. 

“Tam most anxious that each one of you share the personal concern which I 
have about this military program and about the importance of carrying it through 
in an orderly and effective way. I have stated many times that in this limited 
mobilization situation inflation is a major enemy. The way we administer this 
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program can do a lot to help spread infiation or to help restrict it and to turn 
the inflationary spiral. It is because the administration of this military program 
is of such major importance in our stabilization effort and in our worid-wide 
program that I have called you together. 

‘Passage of this budget will place tremendous procurement and spending 
authority in the hands of the Department of Defense and the three services. 
The schedules call for $34.7 billion in hard goods from 1952 appropriations in 
addition to $27 billion already available—a total of $61.7 billion for equipment for 
our own forces. To this will have to be added the military construction pro- 
gram, and the equipment needs of our allies. Again, I repeat that this is going to 
place a particularly heavy management job on the entire executive branch to 
see that we buy wisely, buy what we need, put what we buy to good use, and 
do the whole job in a way that does not weaken our basic economy. 

“The fiscal controls which we normally use to keep many of our operations 
under serutiny aren't sufficiently precise to meet our needs during this period of 
intensive mobilization activity. We have all recognized that the accomplishment 
of this military program is going to have a major impact on the economy. Broad 
adjustments in the economy have to be made to handle it and that is the basic 
job of the Office of Defense Mobilization, the Defense Production Administra 
tion, and the rest of our emergency agencies. But these agencies cannot help 
by working on a dollar basis—they have to work with the specifics of materials, 
facilities, and end items. . 

“The services must establish effective supporting control systems to manage 
both the personnel and the production and procurement areas included in this 
dollar budget program. Again you all recognize this. But one of the main 
reasons for my assembling this group is to emphasize the importance of giving 
this matter immediate attention and starting, in a systematic way, a regular 
process of watching and knowing how well we are doing our procurement and 
production job, particularly on the critical military items, and what effect it is 
having in the economy generally. 

“Specifically, before this money becomes available for expenditure we must 
have accomplished the following two actions : 

*“(a) Creation by the Department of Defense of a system to control the 
requirements for and check on utilization of civilian and military personnel. 
I want the Budget Bureau to review this system and help in its establishment. 
We must prevent any hoarding of manpower in this program. 

“(b) Detailed programing in the Department of Defense of the dollars 
for procurement and production based on procedures which insure the pro 
duction of important long lead time military items and hold down on the 
procurement of short-term easy-to-get items in order to build up our pro 
duction facilities on a balanced basis. 

“Mr. Wilson is going to be responsible for seeing that this facilities expansior 
and production job is done—and that the Defense Production Administration and 
other mobilization agencies play an active and appropriate part in this process 
In this respect, it is recognized that the Department of Defense has the primary 
responsibility to organize its programs and procedures. but in order that these 
large programs can be integrated into the economy in an orderly manner, and 
effective stabilization be accomplished, the mobilization agencies must participate 
actively in the programing and scheduling job. 

“I’m going to be even more specific I understand that there is agreement 
among the Office of Defense Mobilization, the Defense Production Administration, 
the Defense Department, and the Bureau of the Budget that the following steps 
are feasible and should be accomplished before this money becomes available for 
expenditure. 

“(a) Establishment of specific, realistic production schedules covering items 
comprising at least 70-75 percent of the dollars for hard-goods items. 

“If we are going to keep a healthy mobilization base and avoid severe, unneces- 
sary jolts on the economy we must be sure that we don’t move ahead too far on 
the relatively easy items and that the timing of our procurement is related to real 
requirements. 

“The dollars that have been provided for these hard-goods items are based on 
objectives which are going to be very difficult to reach. We don’t want to be 
blocking ourselves on production matters by bidding up prices or by needless 
competition among ourselves. We are going to be in this a long time. The 
military—in their own best interest—must manage this job better than they did in 
World War II and better than they are set up to do it now—because it is a long 
range job—it isn't a quick up and quick down affair. 
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“The Department of Defense has to have the machinery to establish for 
itself the priorities in its program—this means that the Joint Chiefs have to 
be ready to give their advice on what is most essential; and the Munitions Board 
anc the mobilization agencies have to know where and what the program is 
at all times. It is a problem of getting our resources behind the most important 
items and programs. For example, if there are insufficient electronic items for 
all scheduled production, who gets what is available? 

“To try to do the military job and accomplish the necessary supporting 
production, the mobilization agencies are instituting the controlled materials 
plan. We want to make this plan work. I know from World War II experience 
that a controlled materials plan cannot work unless firm production schedules 
have been established. This is an additional reason for doing this job now. 

“(b) Establishment of definite policies under which instructions can be given 
to the procurement officers, so that the whole range of soft goods and un- 
scheduled items—for which there is more than five billion in this budget— 
can be bought in an orderly manner. 

“T want to stop the business of buying huge amounts of items common to the 
economy by some procurement officer down the line merely because he feels he has 
a directive to obtain everything he needs for 2 years in the next 2 months. 

“Also, I want to be sure that we set up proper inventory control system so 
that inventories can be checked before we buy and so that we know what we 
have when we need to use it. Again, each one of you has a big stake in the 
matter of trying to demonstrate that the Government can carry out the kind of 
program envisioned in this budget without taking numerous, unwise actions. 

“(c) Establish a control of the major special procurement programs such as 
facilities, tools, lumber, petroleum, wood, and cotton goods, on as firm a basis 
as possible. 

“T know that much good work has been done on these programs. They are 
particularly sensitive, however, and need constant attention and improvement. 

“If, during the next 2 to 3 months, the Department of Defense and the mobili- 
zation agencies can work together to firm up the procurement and production 
program in the three areas I’ve outlined, we will have made the first step toward 
getting set to manage this dollar program well. 

“All of us should recognize the differences between the present situation regard- 
ing procurement and production and that which prevailed during World War ITI. 
Now we are not aiming at a full war economy. We are trying to maintain a high 
readiness status for a long period. We are trying to develop greater economic 
strength both here and abroad. We have to plan our present job to do all these 
things and still meet the military goals, which are high. 

“I want again to stress the importance of doing this job well. It will require 
the close working cooperation of the Defense Department and the mobilization 
agencies. From a dollar standpoint this is nearly three-fourths of our govern- 
mental effort. I am going to try to follow closely how we are set up to perform 
this major job. I’m going to ask Mr. Wilson, Mr. Lovett, and Mr. Lawton to 
give me a report 2 weeks from today as to the steps that have been put in motion 
to make the reviews I’ve listed—-and to set up a system which will let us keep the 
procurement and production job under close control. 

“Both the Defense Department and the mobilization agencies—the Office of 
Defense Mobilization, Defense Production Administration, National Production 
Authority, ete.—could profit from these reviews in that together you are getting a 
better understanding of the job ahead of you and steps that need to be taken to 
accomplish it. Iam sure that you in the Defense Production Administration and 
the National Production Authority will find that you have a big job ahead of you 
to make possible the realization of our military production goals. 

“Another reason for undertaking this kind of a review and scheduling operation 
on an urgent basis is that we will have to use such a system to prepare our 1953 
budgets and to review the progress of this program in October and November. In 
other words, you should establish a system now so that the production schedules 
are always available to be reviewed and to furnish the guide for financial require- 
ments. You should not look upon this as a one-time operation which will not 
have further utility.” 


Mr. Bonner. In your opinion, Mr. Bedford, is the program of con- 
trol and review of requirements, scheduled, budgets, priorities and so 
forth stated so well by the President being satisfactorily carried out? 

Mr. Beprorp. It is being carried out in a manner which is I believe 
commendable at this stage of development, which does not intend to 
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point out that there are not areas in which I feel that we cannot still 
make improvements, but the area of operation involving a mixed 
civilian and military economy is a difficult area to operate on, and in 
my opinion more difficult for the services to operate in than an all-out 
military operation. 

I think that the efforts of this committee in trying to improve that 
relative efficiency are very worth while, but I feel substantially that 
we should proceed in the direction of improving what we have rather 
than in the direction of trying to make some entirely new concept, be- 
cause we, I do believe, have come down a somewhat rugged road and 
have come quite a long ways. 

Mr. Bonner. June the 24th, Secretary Lovett stated: 

We have also been giving a great deal of thought to the reorganization of the 
Munitions Board. Your committee is of the opinion that the Munitions Board is 
not functioning satisfactorily. I agree that there is room for improvement, for 
I believe that the present. concept of the Board would prove inadequate under full 
mobilization. 

Do you feel that the Munitions Board is adequate as now organized 
and empowered to carry on full mobilization if required to do so? 

Mr. Beprorp. I feel that it would function, but that it could be made 
to function better. 

Mr. Bonner. Would you elaborate on your statement ? 

Mr. Beprorp. Yes. I would like to first point out that from my 
position of being in the Defense Department a scant 4 months, I bow 
to the greater judgment of Secretary Lovett for whom I have a very 
high regard. However, to answer your question, I do have some ideas 
about what improvement might be made based on that portion of the 
operation with which I became familiar during the time that I was 
active as an expediter in the Secretary of Defense’s office. 

It would appear to me that if that Board could be composed of five 
or some other approximately similar number of people from industry 
and have added to it only one representative from each service, and that 
Board then act in review without its being required to furnish the 
constant service which is required from the liaison standpoint with 
the Hill and to which the Hill is entirely entitled but nevertheless 
which takes up a great deal of the time of a portion of that Munitions 
Board, that the Munitions Board as such could be more effective. 

In effect I am saying that I feel that if the Secretary of Defense 
were given that authority—and I speak from no technical legal know!]- 
edge myself as to the extent to which he does have authority, but if he 
could be given such authority—as he does not now have, to increase 
the scope of the authority which the Munitions Board has and to in- 
crease its stature, that it would be an improvement. 

Mr. Bonner. What are your views as to the capabilities of the 
Board to handle the present limited mobilization, or do you have any 
views on it / 

Mr. Beprorp. Yes. To attribute to the Board alone the problem of 
the mobilization program is a little confusing to me because I vis- 
ualize, as I say, from my limited and modest standpoint in the picture 
that they are only performing certain functions in this complete mo- 
bilization operation, and that in those functions they are hampered by 
the fact that they are staffed in the supervisory capacities to a sub- 
stantial extent with service people whose loyalties to their own service 
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interfere with their acting as an independent and third party to any 
judgment required involving a difference between the two services. 

Mr. Bonner. Does not your position in OSD contribute to a weak- 
ness of the Board ¢ 

Mr. Beprorp. I didn’t quite understand that question. 

Mr. Bonner. As expediter for the Secretary of Defense, don’t you 
have to decide a lot of their problems? 

Mr. Beprorp. As expediter my relationship with the Board was one 
of ferreting out actions which in our opinion were above the normal 
state of criticalness, and going through the Munitions Board by con- 
vincing them of the necessity of giving special attention to such 
actions. 

Now that area of asking special attention wasn’t limited to the 
Munitions Board. That included going to any of the three services 
and the civilian agencies as well. 

Mr. Bonner. In other words, you have to go down and suggest to 
the Board just what to do. 

Mr. Beprorp. Upon selecting a very critical area—and we assumed 
that the Secretary of Defense’s office should be concerned only with 
those problems which were of a very severe nature—we took them 
to the spot at which they were being held up. 

If the choke point occurred in the Munitions Board system, we 
took it to that choke point. If it oceurred in the civilian agencies 
across the river, we came across the river to the civilian agencies. 

Mr. Bonner. Some of your functions go beyond the authority of 
the Board. 

Mr. Beprorp. Actually we attempted to not exercise the authority 
of the Secretary but by description and persuasion to illustrate to the 
involved service or to the involved civilian agancies the necessity for 
giving special emphasis to the areas that we were working in, and as 
a consequence I would say rarely—in fact I don’t think of a particu- 
lar instance in which we had to exercise the authority of the Secretary’s 
office. 

That was a policy which we adopted to begin with because we felt 
that the major requirement there was one of picking out these par- 
ticular critical areas which were lost in the forest of trees, and giving 
emphasis to those areas, and we had very excellent cooperation from 
each of the three services, from the Munitions Board as well as from 
the civilian agencies. 

Mr. Bonner. Do you feel that you are an extra layer then? Do you 
have to exercise the authority of the Chairman of the Board in any- 
thing you do? 

Mr. Beprorp. Well, I feel possibly I can answer your question this 
way: By saying that I feel what is needed is someone to take up the 
area of what might mundanely be called a monitor or a policeman 
type. 

Mr. Bonner. Over the board ? 

Mr. Beprorp. Over not only the board but over the other functions 
as they appear, because these critical areas are rarely related to only 
one spot. They are so often related to three or four or five. 

We may have difficulty in machine tools involving the OPS as well 
as the Munitions Board and the individual service, all involved in just 
one situation, so that we rarely find that we had one single spot to try 
and take care of. 
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Mr. Bonner. It was originally thought that that would be the juris- 
diction of the Board. Now you find out that you have to do that to 
assist the Board to function. 

Mr. Beprorp. We did it in specific areas by selecting what we con- 
sidered were these critical spots. That is how we actually operated. 

Mr. Bonner. We have had considerable testimony on the question 
of production scheduling which has been established on 70 to 75 per- 
cent of the dollars for hard goods. 

Is this system really working well all along the line ? 

Mr. Beprorp. I don’t think that I have the volume of contact to 
properly answer that, sir, because the production as a,total in this 
country is a tremendous enterprise. 

I do feel that in the critical areas in which we examined, that the 
production analysis, which I believe you are referring to, has made 
a contribution in casting up the most critical spots which need 
attention. 

There is always some horse last in the race, and we keep looking for 
that horse to pull him up, and in the important heavy long-lead-time 
items, the production anlalyses have served well and have been bene- 
ficial. 

To apply those to the myrid of small items I did not examine nor 
do I know to what extent it has been done at the present time. 

Mr. Bonner. Mr. Curtis. 

Mr. Curtis. Mr. Bedford, I just want to get a few things straight. 
You are a member of the Advisory Committee on Production Equip- 
ment in the Office of Defense Mobilization, is that correct ? 

Mr. Beprorp. That is correct. 

Mr. Curtis. What is that committee? How many members are on 
that advisory committee and who are they? 

Mr. Beprorp. There are seven members on the committee. Harold 
Vance, president of Studebaker, is the chairman, myself, giving in 
order of chronology the next one is K. B. Wolfe, formerly of the Air 
Force, Gen. K. B. Wolfe. 

Mr. Currts. As we go down that list—who was the president of 
Studebaker, did you say? 

Mr. Beprorp. Harold Vance. 

Mr. Curtis. Mr. Vance is he here permanently assigned as a dollar- 
a-year man or is he just here intermittently 

“Mr. Beprorp. He is here intermittently, the program being origi- 
nally to have one meeting per week, at which time we would aline an 
agenda of material to be prepared and to be reviewed at the sub- 
sequent meeting. 

Mr. Curtis. Now, General Wolfe, is he permanently- 

Mr. Beprorp. No; none of the seven members are permanently 
assigned. 

Mr. Curris. They have additional duties? Are most of them 
civilian, would you say now ? 

Mr. Beprorp. Four of us—well, we have Admiral Strauss. I think 
you know who Admiral Strauss is, and I am not sure whether you 

eall him a civilian, having been sufficiently long out of the Navy or 
not. 

Mr. Curtis. I was thinking in reference really to his present occu- 
pation now which is a civilian. 
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Mr. Beprorp. Civilian. Then all seven are now occupied as civil- 
jans. 

Mr. Curtis. And who acts as chairman of that committee? 

Mr. Beprorp. Harold Vance. 

Mr. Curtis. Mr. Vance. And how long has that committee been 
established ¢ 

Mr. Beprorp. I don’t remember the date exactly. It is about 6 to 
7 weeks old. 

Mr. Curtis. Oh, it is a very recent thing. 

Mr. Beprorp. It is a relatively recent thing. 

Mr. Curtis. The appointments to the committee and the creation 
of the committee was done by the Secretary of Defense, is that correct? 

Mr. Beprorp. The conception of using this committee began in the 
Secretary of Defense’s office, and its application was subsequently 
decided as a better function in the Office of Defense Mobilization, 
and the final organization charter, I guess you would call it, was 
written in the ODM and issued by John Steelman. 

Mr. Curtis. I see. In other words, you actually are acting under 
the authority of John Steelman. 

Mr. Beprorp. Yes; in this Production Advisory Committee. 

Mr. Curris. And it is not a Presidential board, is it? It is John 
Steelman with his authority that he has who created this committee? 

Mr. Beprorp. I am embarrassed to say I have forgotten who actu- 
ally signed the letter. 

Mr. Curtis. Well, it could be supplied. I was just trying to get 
the organizational chart in my own mind. 

Mr. Bonner. Does the committee function in the Munitions Board 
or in the Secretary’s office? 

Mr. Beprorp. No. This committee was originally conceived as a 
production-policy committee, and during its formation it was recog- 
nized to have some particular significance in the Office of Defense 
Mobilization programing and was brought to the Office of Defense 
Mobilization on the decision of John Steelman, so that there was 
actually a news release issued from the Secretary’s office which was 
subsequently withdrawn and a new charter issued by John Steelman 
in a new news release. 

In order not to confuse the issue, I want to be clear that is not 
the area in which I was functioning in the Secretary of Defense’s 
office. 

Mr. Curtis. Yes; I am getting to that. 

Mr. Beprorp. That is a separate function. 

Mr. Curtis. Yes; that is what I was going to come to. 

Now, just for the sake of the record and also for my own sake, 
John Steelman in his capacity in the Office of Defense Mobilization, 
where does that come under? Is he technically serving under the 
Secretary of Defense? 

Mr. Beprorp. No. 

Mr. Curtis. He serves directly from the President; does he not? 

Mr. Beprorp. Under the President, that is my understanding. 

Mr. Curtis. That is my understanding, too. 

Mr. Beprorp. Although I am sure there are others much more quali- 
fied than I on the technical organization of Government. 

Mr. Curtis. I am just trying to get the picture straight. 
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You also served in a capacity as consultant to the Secretary of 
Defense for expediting military production? 

Mr. Beprorp. I served formally from the 1st of January until the 

ist of May. My agreed departure date w as the 1st of May. 

Since that time, at the request of the Secretary, I have continued 
to follow a few of the critical programs which we had not come to 
a solution of, wearing you might say the hat of the Office of the 
Secretary, but that is a function which is separable and apart from 
being a member of our advisory committee. 

Mr..Curtis. Yes; I appreciate that, and I am really following some 
information that has been supplied to me. 

I understand that prior to May 3, 1952, you were Special Assist- 
ant to the Secretary of Defense, and now you more or less have the 
title of consultant as opposed to Special Assistant. Is the job really 
closing up some loose ends or is this a permanent proposition as 
consultant to the Secretary of Defense ? 

Mr. Beprorp. No; it is temporary to carry forward the systems 
that we have dev eloped and follow the critical programs until such 
time as the office of the Secretary has been successful in getting a 
replacement. 

When they have their replacement, I will then turn all those 
functions over to the replacement and discontinue my position in the 
Office of the Secretary of Defense. 

Mr. Curtis. In other words, the real thing I was getting to, your 
position as consultant or whatever it might be to the Secretary of 
Defense is not part of the structure of your being a member of the 
advisory committee? 

Mr. Beprorp. No. 

Mr. Curtis. That is just a coincidence ? 

Mr. Beprorp. That is purely coincidence, and I only did it because 
I have a very high regard for both Secretary Lovett and Foster; and, 
even at the expense of losing some more time, if I could just help in 
some small way, I wanted to do so. 

Mr. Curtis. Yes. Well, that st igs ae up my thinking consid- 
erably. In other words, what your real position is, member on the 
Advisory Committee on Production Ranioenne in the Office of De- 
fense Mobilization, you are unconnected with the Office of Secretary 
of Defense. 

Mr. Beprorp. That is correct. 

Mr. Curtis. Some of these questions, of course, that I am going to 
ask you I am not asking you in your capacity as a member of the ad- 
visory committee but just because I know that you have this basic 
information. 

I want to know, though, in the advisory committee whether or not 
you will be confronted with the problems that have confronted Mr. 
Manly Fleischmann of NPA, where at several of our committee hear- 
ings on other committees there was presented the proposition to him 
that Congress having appropriated well over $100 billion to the mil- 
itary for end items and our productive capacity being only at a ratio 
of about $214 billion per month, who decides what the military is 
going to get in the way of materials and also utilization of the pro- 
duction facilities. 
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Mr. Fleischmann said at that time, “We give the military only their 
real needs,” as opposed to, I presume, the unreal needs that the Con- 
gress appropriated money for. 

What I am getting to, does that advisory committee attempt to go in 
there to find out what are the military’s immediate—we use the word 
“immediate”—needs to schedule them to the production? Do you 
follow what I am getting at? 

Mr. Breprorp. The subcommittee has not occupied itself with search- 
ing into the material review. I agree that it is one that needs assist- 
ance, but the material review for the military is not one that the 
Production Equipment Policy Committee has gone into except inci- 
dentally from a standpoint of looking at feasibility of programs when 
deciding or actually when rev iewing the « capacities which are indicated 
may be required to meet military goals. 

Mr. Curtis. Now, you do go in for plant capacity, though—ca- 
pabilities of our plant fac ilities for meeting some of these military 
contracts; do you not? Am I correct in that? 

Mr. Beprorp. We haven't taken plant-by-plant type of reviews. 

Mr. Curtis. No; I mean over-all. 

Mr. Beprorp. Over-all, yes. I am a little puzzled how to answer 
that more specifically without violating what I feel is a security sit- 
uation. 

Mr. Curtis. Yes. I don’t want you to do that, naturally. I am 
just trying to get the general picture because our subcommittee is 
interested in the organizational set -up, and that is the only real reason 
I ask these questions, is to try to get in my own mind just ‘how this ad- 
visory committee functions and whether or not it duplicates other 
functions that have been set out by statute. I think you gathered 
from the chairman’s questions We are concerned as to whether or not 
this committee isn’t to a certain extent doing the same thing that we 
thought the Munitions Board was doing and the Congress set them up 
to do by statute. Now, that is what I am driving at. 

Mr. Beprorp. Well, the committee actually is using the best expe- 
rience that we can find in looking ahead in this area, which involves 
a study of the use of capacity. 

Mr. Curtis. Maybe I can get at it this way. Isn’t the Munitions 
Board supposed to be doing that? That is what we thought, or at 
least I thought the Munitions Board had been doing. 

Now we come along and find out—let us get at this and be very frank 
about it. This committee had Mr. Small, Chairman of the Munitions 
Board, before it sometime ago and asked him whether he needed addi- 
tional power, statutory powers, to do his job, and he said “No” 

We have asked various people in the administration whether or 
not the Munitions Board was functioning, and they have said “Yes; 
it has been functioning and it functioned all right.” 

Now, we have been, or at least I have been, as a member of this sub- 
committee, and I think others on the subcommittee, too, have felt that 
the Munitions Board was not functioning, and our reasoning being we 
are concerned with the legislation. If it isn’t functioning, we want to 
know it. 

Now, if we find out that 6 or 7 weeks ago an advisory eee 
I don’t care what title you give it—has been set up, and what it i 
doing is really what we thought the Munitions Board should be phe 
then obviously somebody hasn’t been very frank with this subcommit- 
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tee and maybe we do need some legislation, in spite of all the protesta- 
tions given that we don’t. 

Mr. Beprorp. In the first place, I don’t think we can say that the 
Munitions Board hasn’t been functioning. 

Mr. Curtis. I am not asking you for conclusions now. I am asking 
you for some specific information as to whether this advisory commit- 
tee isn’t performing the functions that the Munitions Board is sup- 
posed to perform. 

That isa factual question, not a matter of opinion so much. 

Mr. Beprorp. Since I have not read the charter for the Munitions 
Board, I can’t from a legal standpoint answer you. 

Mr. Curtis. Let me reask the previous question, then. I was try- 
ing to find out what you were doing as far as determining how to 
handle our plant. capacity, because the Congress, I again say, appro- 
priated over $100 billion worth of funds for military end items, and 
yet, according to Mr. Charles Wilson, we are only delivering about 
3214 billion a month. 

It is obvious that we are way behind on this thing, and somebody is 
making the decision as to what items shall be geared into our produc- 
tion machinery and what materials. 

Now, Mr. Fleischmann said “We”—referring to DPA—“give the 
military only their real needs.” Now, actually Congress should have 
been doing it; but, in the event that Congress wasn’t, then the Muni- 
tions Board should have been. So, my direct question was: Is the ad- 
visory committee : attempting to do that ? 

Mr. Beprorp. No; the udvisory committee is working on a special 
project involving the wetiar tk of reducing our mobilization costs 
by shortening the time on tools of a specific long-term, long-lead 
time, heavy area. 

Mr. Curtis. You know, it might be helpful—it will take a little 
time, Mr. Chairman, but don’t you think it might be helpful ?’—to 
read to Mr. Bedford the statutory authority of the Munitions Board, 
and then I could ask you the question whether or not you felt that 
this advisory committee was set up to do the same thing. 

Do you think that will be helpful, Mr. Chairman? Unless I my- 
self mistake what we are after, that seems to me to be the essence of 
what we are trying to get to. 

Mr. Bonner. Mr. Bedford, what we are trying to ascertain from 
you and other witnesses, the Secretary testified here that he did not 
think the Munitions Board would function in an all-out einergency. 

What I want to find out, and what this subcommittee wants to find 
out, is why the Munitions Board is not functioning, and what you 
would recommend to make it function. 

Now, you know what the bill was that this subcommittee introduced 
in the House. The Secretary came down here, and I would say he 
endorsed the bill. The Senate has gone so far as to put a rider in the 
defense appropriation, intending to make the Munitions Board 
function. 

Now, we want some views from you as to why the Munitions Board 
is not functioning and what can be done to make it function. 

Mr. Curtis. If you can refer, Mr. Bedford 

Mr. Bonner. I will correct my remark and say the Secretary did 
not find much objection to the bill, as he testified before the com- 
mittee. We are trying to get from you and other witnesses what 
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should be done to bring about better civilian management in the af- 
fairs of the national defense. Are we clear now? 

Mr. Beprorp. Yes. 

Keeping in my mind my background and looking at this picture 
for 4 months in the Office of the Secretary of Defense, my recom- 
mendations, in answer to your question, would be to start with the 
Joint Chiefs of Staff and to establish as the Joint Chiefs of Staff per- 
sons with complete military background and yet severed from the 
service, so that they do not return to the service and do not have, 
therefore, any service chains on them from a future standpoint. 

You would then have a supreme court of three Chiefs of Staff, 
which are a planning function. 

You then have your Munitions Board. That Munitions Board, con- 
sisting of at least five industrial people of outstanding management 
ability not required to make reports daily to the Hill as the present 
Munitions Board does, and I am not complaining in any way, that the 
Hill should not have the information. 

It is a function that is necessary, but yet the present Munitions Board 
spends a tremendous amount of time in congressional liaison work 
that should be delegated to others to permit the Board to act as a 
Board. 

I am suggesting that this five-man-plus military committee be an 
operating group which spends its time reviewing the cases and fol- 
lowing up on the important items with variegated knowledge, be- 
‘ause this country is so big and so great you just can’t be an expert 
in all directions. 

It is most difficult, and even with five from industry it will be 
difficult to get people experienced in steel, copper, aluminum, pro- 
duction, oil; in other words, to get good judgment for all the sides 
of this tremendous economy that we have. 

Then I would, furthermore, suggest that we have an Under Sec- 
retary, Assistant Secretary, or whatever it is, for procurement, but not 
as an operator, who is expected to pass on the purchase of each item— 
that is an impossible situation—but rather as an individual who is 
charged with the responsibility of tying purchasing policies together 
on a practical basis, and with the responsibility of reviewing procure- 
ment performance and taking action in the lagging areas. 

It isn’t possible to combine all these service procurements, for in- 
stance. It can’t be done. You take away the operating prerogative 
from the man in some areas, and yet in other areas, where we don’t tie 
them together, we are going to compound our difficulties by having 
all of the boys order what they want on one day, for instance, all 
from one supplier. 

Now, those, to me, as just an ordinary production fellow working 
in the Secretary’s office for a period of 4 months, are the three things 
that would be most effective in making that shop more effective from 
those three standpoints. 

I would take one additional step. I would put in the hands of the 
Secretary of Defense the power to pass on the raises in the shoulder 
bars of the boys in service; in other words, to pass on the promotions 
in the service before they go across the river. That, then, establishes 
him more firmly in his position. 

The present Secretary is an extremely capable person and should 
absolutely have that function. 
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Now, sir, those are just four recommendations that I would make 
to improve the situation. I don’t feel we can slash out the Munitions 
Board. I feel it would be dangerous to take the size of operation that 
is there and cut it out. There are too many functions being performed 
that need to be continued and that we would lose. 

Let us take what we have and improve it; not cut it out. 

Am I being sufficiently explicit with my own ideas? 

Mr. Bonner. You are giving the testimony now that this com- 
mittee is seeking and desires to have. 

Now, what would you limit the Munitions Board to, the present sphere 
of the Board ? 

Mr. Beprorp. I am not hesitating to answer. I am just trying to 
think how to phrase that scope. 

Mr. Curtis. Mr. Chairman, maybe if we went down these nine 
specific items set up as to what the Munitions Board is supposed to 
do and deal with each one; for instance [reading | : 

Coordination of the appropriate activities with regard to industrial matters, 
including the procurement, production, and distribution plans of the Department 
of Defense. 

I might comment first the Munitions Board is trying to do that. 
You would agree with that? 

Mr. Beprorp. Yes; that is correct. 

Mr. Curtis. You think they should continue to do it; do you not? 

Mr. Beprorp. Yes. I vouch for their sincerity in that direction. 

Mr. Curtis. Do you think they are capable of handling that? 

Mr. Beprorp. They are hampered, as I mentioned a while ago, that 
there are a number of service people who are arguing for their par- 
ticular service. It is a natural condition. 

Mr. Bonner. Due to certain influence from the various services ? 

Mr. Beprorp. So that it is impaired. It can be improved, in my 
humble opinion, and my humble suggestion is—and there are others, 
no doubt, much better qualified to suggest—by putting in this in- 
dustrial capability and separating the congressional liaison so that 
the Congress gets its entire information but it does not interfere with 
the daily sitting around the table of the Board to pass upon the 
important matters. 

Mr. Curtis. Let me ask a question. I may have misunderstood. I 
understood you to say that you thought the composition of the Board 
could well be—should be—military men, but men who are not con- 
nected any longer with the service. Do you think that they or civilian 
production people would be better to handle that? 

Mr. Beprorp. I am sorry, sir, I did not intend that. I intended 
that the Chiefs of Staff be serviced—each from their service. 

Mr. Curtis. I understand. 

Mr. Beprorp. So that the Chiefs of Staff I visualize performing the 
planning function. It is up to them to plan the strategy and to be 
able to sit there calmly and quietly and plan without having strings 
on their coattails with reference to their own future as to what the 
decision shall be with reference to the plans for this country. 

Mr. Curtis. Yes; I see your thought. 

Mr. Beprorp. It is tremendously important not to have that tied 
to anything. That is the Joint Chiefs. 

The Munitions Board is more nearly occupied with matters which 
are similar to business matters, and I therefore recommend that you 
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select from our business walks of life specialists in their fields of 
business, such as administration and production, steel, and those areas 
in which the Munitions Board often has to deal. 

Mr. Curtis. Now, one other question on this one function I read. 
Is your advisory committee attempting to do anything along the line 
of that particular function that is now supposed to be performed by 
the Munitions Board ? 

Mr. Beprorp. No. This committee has set out to perform a rather 
special function, which I don’t feel is an operating function. 

It is like a task force that you set out to investigate a particular 
area that takes a considerable amount of time to review and study, 
and that area is to determine if we can shorten the next or increased 
amount of war—you can’t say we don’t have one now—by increasing 
our tool potential at an early date. 

I will be glad to take the time, if you wish, to go through the last 
war history on the relationship between the time at which we are 
able to get our productive capacity in machine tools up to its maximum 
and the time at which we are able to get maximum military pro- 
curement, and from there to victory. 

Mr. Curtis. I see. I am beginning to understand this a little better, 
I think. In effect, you might well be in your advisory committee 
working under, you might say, the Munitions Board. 

I don’t mean that you are actually taking authority from them 
but you are doing a service that they have the over-all job to see is 
done. Am I right on that? 

Mr. Beprorp. Yes. We are calling on them for information to be 
furnished for our study. It is not a daily or a weekly operating 
matter. 

This is a matter of studying this problem to bring forth a recom- 
mendation on how we can help not only the situation which occurred 
in World War II, but the situation we are going through now with 
reference to this relationship which I described. 

I believe what you are striving for is to show that we are making 
up a deficiency in the Munitions Board, and I really don’t feel that 
that is what we are doing in that particular case. 

I think, if we look further, we will find the functions of the expedit- 
ing office probably more nearly supplant or are additive to the efforts 
of the Munitions Board. 

This production-equipment group is a special study type of thing, 
which I don’t think could be normally considered to be a prime func- 
tion of or interfering with the present defense effort in any way. 

Mr. Curtis. This is just an observation, and I may be wrong, but 
I think, or would have thought, that the Board would have been 
the one that would have appointed an advisory committee such as 
yours, rather than the Office of Defense Mobilization. I would have 
thought the Munitions Board would have realized the needs for this 
committee. 

Mr. Beprorp. Well, I think the credit is due to the Office of the 
Secretary of Defense, because that is where it started. 

Mr. Bonner. Mr. Bedford, you have been over there 4 months. 
Could you give the committee just a short statement of problem 
areas you have found and what you recommended, and what has been 
done, based on your recommendations ? 
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Mr. Breprorp. Yes. All of them are quite critical, with very few 
exceptions. I would like to make the hearing closed for those state- 
ments, because almost all of them were in very highly critical areas. 
Let’s see if we can phrase it, then, without quoting the figures. 

Mr. Bonner. Just paint a general picture, without being specific. 

Mr. Beprorp. I shall try to io that. 

Mr. Bonner. You go ahead. 

Mr. Beprorp. I think maybe I can give you what you want. I 
shall try. 

We accepted as the policy that we first had a short term of operation, 
4 months. 

Secondly, that our prime function was to take the heavy long-lead- 
time items of procurement and try and bring them up to schedule as 
much as our efforts could do so, and to take such steps as appeared 
necessary and possible to see that they continued to be on schedule. 

We then set forth with a production analysis of those items which 
appeared to be important, and I think it is perfectly all right to 
sav that we selected, for instance, the M-47 tank, the M—48 tank, the 
J-47 engine, the B-47 bomber, and on down the line of the long-lead- 
time heavy items. 

We took those programs and our office—this is the Expediter’s 
office—had a man from each service and one from the Munitions 
Board. 

We then gave to each one of the services production analysis type 
of information that we wanted on each program selected and asked 
the service to bring back to us the information developed from the 
production analysis. That showed up certain patterns of deficiency. 

Then, with the assistance of the Munitions Board and the civilian 
agencies and the particular service involved we attempted a solution. 
If it was aircraft, the work was done at Wright Field and done with 
Wright Field, and we worked out special procedures to expeditiously 
handle the bottlenecks in the fall-down items. We reviewed then 
each month this list of highly critical, large, heavy end items, with 
the intent of finding out what was accomplished. If we would have 
at the end of one month one group up to schedule the next month 
we felt fortunate we had licked part of those problems and would go 
to work on another area that was falling down. 

Now, that is a general statement of operations that we pursued. 

Mr. Bonner. Would it be fair to ask you—if you don’t care to 
answer, you need not—in the light of the statement you have made, for 
a specific example? We have been in this war now 2 years, and it is 
:war. Isthe machine tool program now in satisfactory status, in your 
opinion ¢ 

Mr. Beprorp. No, sir. 

Mr. Bonner. This subcommittee, though, visited Adak Island and 
we found quite a storage of machine tools there, and we have often 
wondered what has happened or whether they have been in use or put 
in use at all. (See FSM hearings on Overseas Survey, pp. 393 and 
134.) Do you think more military buying should be done by civilian 
agencies ¢ 

Mr. Beprorp. I would like to answer that, sir, by saying that I think 
we could improve our procurement by placing emphasis on the train- 
ing of personnel, specialized and trained in procurement and the 
accessory functions of warehousing and management control. 
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Mr. Bonner. How would you strengthen the Secretary’s position ? 
You indicated his hand needed strengthening. 

Mr. Beprorp. I felt that that suggestion in the areas in which it 
would be in reference to would be all that is necessary, and that is the 
approval of the increase in grade of the military personnel. 

Now, I am assuming that the Office of the Expediter will be con- 
tinued and that they will be successful in getting someone, I hope better 
than I was, to continue that office and to continue those functions. 

Mr. Bonner. If the Munitions Board had functioned as intended, 
would an expediter be necessary ¢ 

Mr. Beprorp. The area is so great that there is always going to be 
room for improvement, so that although the Munitions Board had 
more staff of a management type and could have improved their 
relative performance, I still feel that the needling is not only a helpful 
function but a necessary function. An expediter is a needler. He 
keeps putting the people back on the track. 

Mr. Bonner. We have come to the conclusion they need needling. 
I want to get you to enlarge just a little more on the effect of the Joint 
Chiefs of Staff on the inefficiency of the Board. 

As I understood you to say, the Joint Chiefs of Staff were hamper- 
ing the efficiency of the Munitions Board by their relations in other 
places, and so forth; is that correct? Did I get that correctly? 

Mr. Beprorp. No; that is not quite the way I was 

Mr. Bonner. You remove the influence of the Joint Chiefs of Staff 
from the Board and let them attend to their business and let the Mu- 
nitions Board attend to the business it was set up todo? Did you mean 
that ? 

Mr. Beprorp. Yes. I may have confused the situation by introduc- 
ing the Joint Chiefs of Staff, but their decisions and operations very 
closely affect the results that the Munitions Board are able to 
accomplish. 

Now, if we could withdraw what I feel is a deterrent force in the 
Joint Chiefs, I feel ‘that it would enhance the capabilities of the 
Munitions Board. I don’t think any of these things are open-and- 
shut cases. It is not all on and all off. It is a question of obtaining 
improvement. 

As I said before, I feel the work of this subcommittee can be very 
beneficial in improving what we now have, but I shrink from thinking 
that you may cut out one of these operations which would put us in a 
relatively poorer position than we are in now, and I hope that is not 
done. 

Mr. Bonner. We have the Secretary’s statement here, and I quote 
him: 





I would say that we would have to have a general overhaul of the Munitions 
Board authority with respect to a determination of schedules, allocations, and 
so forth. 

Have you found an unnecessary duplication or overlapping in 
the departments so far as supply matters are concerned ? 

Mr. Beprorp. No. I have found, rather, that the staff of the Muni- 
tions Board at the management level is so busy and they work hard and 
long hours and are still unable to cope with all the difficulties that 
they have. 
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Mr. Bonnzgr. Do you believe that a system of scheduling should be 
instituted for soft goods like paint, for example ¢ 

Mr. Beprorp. I am not sure that my comment is very valuable 
there. 

Mr. Bonner. I think you are making a splendid witness, if you will 
allow me to make my personal observation, you are just the type of 
witness this subcommittee wants. You are an independent, interested 
American citizen. You have done well in life. You are respected by 
management and business. 

What we want to do is to get some business and horse sense in this 
Pentagon operation and management over there. 

I respect these men that wear the uniforms, I have the highest 
regard for them, but I think they need a lot of assistance from men 
like you, and that is the reason we want to hear your open and frank 
views, because I know you are under no obligation at all. You, as an 
American citizen, want to speak freely and to advise us. 

Mr. Beprorp. I am sincere in the comment, not reluctantly, I am 
not reluctant to make the answer. From a central procurement of 
paint standpoint, I actually feel myself—and I like to think as I 
would think if I was one of the officers in the field trying to accom- 
plish a given purpose—that I could probably save enough money 
in performing my particular function if I could control my procure- 
ment, except in those areas in which there is obviously a large saving 
due to volume buying, because the loss due to the waiting time and 
the hunting for the right specification and that sort of thing can 
easily offset the money that we can save by getting a volume in the 
procurement. 

Now I feel that that is only one-half the answer, however, because 
until you put that operator in the field, working against, as we do 
in business, a budget or a price on some sort of a competitive basis, 
you have only half the story. 

Now, that is my feeling about the matter. 

Mr. Bonner. Mr. Brownson. 

Mr. Brownson. I have no further questions, Mr. Chairman. 

Mr. Bonner. Mr. Meader. 

Mr. Meaper. No questions. 

Mr. Bonner. Mr. Bedford, I want to assure you that this subcom- 
mittee appreciates your coming here with your open and frank state- 
ments. Other people who come down there, who have been there less 
time than you have, who haven’t had the business experience that you 
have had, come down here and testify right along the line in which 
they are directed to testify. That is the reason we like to have you 
down here. 

We appreciate your coming very much, I want you to know that. 
The membership of this subcommittee considers your testimony very 
helpful. Mr. Curtis has a question. 

Mr. Curtis. I would just like to ask this, Mr. Bedford. You have 
this list of these nine functions of the Munitions Board as set up by 
the statute. 

Could you glance through there and comment? Well, any comment 
you might have to make about those functions as to whether they 
are being carried out or you think they are a little unrealistic in hav- 
ing the Munitions Board set up to perform this. 
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Mr. Beprorp. I am sure of my own knowledge that they are func- 
tioning to some extent in all of those areas. I am more familiar 
with some areas than with others, and I feel that there is slower 
progress in some areas than in others. 

Mr. Bonner. Would you point out the areas, Mr. Bedford ¢ 

Mr. Curtis. Where there is slow progress. 

Mr. Bonner. Or would you care to do this for us? To take that 
along with you and just submit a statement of your observations, 
your findings, which we can insert in the hearings at this point. 

Will that be satisfactory ? 

Mr. Curtis. Yes. 

Mr. Bonner. I think that will give you a chance to carefully think 
it over. 

Thank you very much. 

(The statement above referred to is as follows:) 


STATEMENT BY CLAY P. BEDFORD ON FUNCTIONS OF THE MUNITIONS BOARD 


Pursuant to your request made to me on July 1, 1952, may I submit herewith 
my statement of observations with respect to the functions of the Munitions 
Board and whether they are being carried out. With reference to the functions 
of the Munitions Board as set forth in the National Security Act of 1947, section 
213, paragraph (c), subparagraphs (1) through (9), my comments by subpara- 
graphs are as follows: 

(1) “Coordination of the appropriate activities with regard to industrial 
matters, including the procurement, production, and distribution plans of the 
Department of Defense.” 

The Munitions Board does function in coordinating the procurement, produc- 
tion, and distribution plans of the Department of Defense. As the procurement 
arm for the Secretary of Defense, it is quite appropriate that the Munitions 
Board set forth the general procedures and regulations which make up the frame- 
work of departmental procurement activities. In many cases there are wide 
differences among the services in the framework of operations, the practices and 
procedures, particularly in the area of financing. In many respects I do not feel 
that this is as bad as it sounds. The individual services should have wide latitude 
of internal control, but within the framework of procedures established for the 
Department of Defense by the Munitions Board and the Department of Defense 
Comptroller. As I have stated in my testimony, I believe that the authority of 
the Board should be strengthened in decisions concerning procurement activities, 
and in the resolution of conflicts among the military departments. In the event 
that disputes arise among the services, they should be referred to the Munitions 
Board promptly for resolution. In other words, any matter which cannot be 
resoived at the service and the Munitions Board staff working level within a 
predetermined period, of say 1 week, should be automatically referred to the 
Board itself for resolution. 

(2) “Planning for the military aspects of industrial mobilization.” 

This is the type of function which definitely can and should be carried out by 
the Munitions Board. It is a very large and complex area of problems. I know 
that the Munitions Board has been working continually on the development of 
industrial mobilization plans. At the present time some of these plans are 
adequate and some are not. One understandable problem that the Board con- 
tinually encounters in this regard is that such industrial mobilization planning 
is to a large degree dependent on the promptness, accuracy, and thoroughness 
with which the Joint Chiefs of Staff prepare the strategic plans and the joint 
logistic plans. Furthermore, the problem is complicated by the continual shifting 
in the designs and in the exact types of end items required for mobilization and 
the consequent shifting in the facilities able to produce the desired end items. A 
problem involved at the present time is the reconciliation of military strategic 
plans and the required rates of production for mobilization, together with the 
relation of these required rates to production feasibility from a manpower, 
material, and production capacity standpoint. It should be the specifie function 
of the Munitions Board to prepare quarterly for the Secretary of Defense a sum- 
marization of the total demands on our economy of the strategic military plans 
of the Joint Chiefs of Staff with a selective summary setting forth those areas 
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of doubtful feasibility, or those areas in which the total military requirements 
of the three services exceed capabilities by substantial margins. Admittedly this 
is a difficult and complicated process which bas been further delayed by the 
necessity of the departments and the Munitions Board to devote most of their 
efforts over the past 2 years to current problems. However, a means must be 
found to carry out this task more expeditiously. 

(3) “Assignment of procurement responsibilities among the several military 
departments and planning for standardization of specifications and for greatest 
practicable allocation of purchase authority of technical equipment and common- 
use items on the basis of single procurement.” 

This function is a proper one for the Munitions Board, and, to my knowledge, 
the Board is diligently pursuing a course of implementing the intent expressed 
here by Congress. In the matter of standardization of specifications and the 
establishment of single service procurement for common end items it is essential 
that great judgment be exercised. We ran into several cases where production 
specifications were being standardized by the military departments before the 
invention had been completely accomplished. Common purchasing and common 
eataloging also can be abused. I am sure that a common telephone book for the 
entire United States would make it handy to look for the telephone number of a 
long-lost brother. On the other hand, such a volume would be most unwieldy 
for normal everyday usage. I believe that procurement policy and procedures 
should be under centralized control, but I do not feel it is wise to push too far 
in the centralization of procurement operations. The* experience of industry, 
particularly the most successful, is that decentralization of operations is an 
absolute necessity. I am sure that you will find that General Motors establishes 
the responsibility for procurement within each branch, in spite of the fact that 
combined purchases for all of the branches might appear to be cheaper. Author- 
ity and responsibility for producing the best and cheapest product possible is 
decentralized to the management of each General Motors division, with strikingly 
good results in efficiency and economy. This, of course, includes most procure- 
ment. Iam sure that the management of General Motors divisions, when it is in 
their interest to reduce costs, get together very promptly for common buying, and 
when not to their interest buy separately. It is, therefore, my opinion that the 
greatest good can be done by reviewing the relative performance of the military 
departments in procurement matters, and through such a review maintaining 
and improving the efficiency and economy of service procurement activities, but 
with the maintenance in general of decentralized buying by the several services. 

(4) “Preparation of estimates of potential production, procurement, and per- 
sonnel for use in evaluation of the logistic feasibility of strategic operations.” 

This function correlates closely to function (2), stated above. The job is 
being done now by the Board, although there is room for improvement in their 
work, both as to speed of accomplishment and thoroughness. It should be noted 
here that the manpower aspects of this function have been redelegated to Mrs. 
Rosenberg, Assistant Secretary of Defense. This task of evaluation of logistics 
feasibility is not an easy one, for there are many complex factors involved. In- 
vestigation by the Board of the feasibility of certain strategic plans have revealed 
that combined mobilization rates are so great that there is doubt that this coun- 
try could support them. Such findings accentuate the importance of the Board’s 
function of testing the industrial feasibility of war plans and either getting modi- 
fication of the plans, if possible, or seeing that the steps are taken to provide the 
facilities to support the plans. Rare judgment is needed to select the course of 
maximum defense for the least expense, particularly in this present period of 
uncertainty as to the duration of the state of partial mobilization. Continual 
review must be made of the relative needs of providing additional production 
capacity with our money as opposed to the procurement of end items, the latter 
naturally having a higher obsolescent rate than the former. It is in this area 
that I feel that the suggested additional industrial members of the Munitions 
Board could make the greatest contribution. The Munitions Board, as such, now 
meets once a week. In order to accomplish the review which I feel necessary 
and because of the volume of work involved, it would appear to me that the 
Munitions Board, in addition to being composed of five industrial members plus 
a member from each service, should meet daily. 

(5) “Determination of relative priorities of the various segments of the mili- 
tary procurement programs.” 

One of the greatest problems in connection with the present emergency has been 
that of obtaining a determination of relative priorities and urgencies. While 
implementing action in this direction has been taken by the Munitions Board, the 
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primary responsibility for the determination of relative military priorities has 
been placed with the Joint Chiefs of Staff. Since each Chief of Staff is advocate 
for his service as well as judge of the comomn interest, speed in obtaining rela- 
tive military urgencies has been rather slow. Functionally, the Joint Chiefs of 
Staff should determine the relative urgencies of major programs, with the Muni- 
tions Board developing the complete urgency list by end items and implementing 
the system of priorities based on this urgency list. 

(6) “Supervision of such subordinate agencies as are or may be created to 
consider the subjects falling within the scope of the Board’s responsibilities.” 

My experience in this connection has been limited, but where observed it 
appears that such supervision as needed has been extended by the Munitions 
Board for subordinate agencies created under its jurisdiction. One such sub- 
ordinate activity was the Production Equipment Central Inventory Group. In 
this connection, it is my belief that the administration of this activity was 
hampered by the lack of technically qualified personnel available to the Muni- 
tions Board from the services. There was, however, no lack of good intent on 
the part of the Munitions Board. It seemed to us desirable to transfer this 
activity to the National Production Authority. The Munitions Board was most 
cooperative in making this move possible, and in thereby increasing the utiliza- 
tion of an interservice basis of Government-owned machine tools. 

(7) “Regrouping, combining, or dissolving of existing interservice agencies 
operating in the fields of procurement, production, and distribution in such 
manner as to promote efficiency and economy.” 

The good intentions of the Munitions Board in carrying out this particular in- 
tention of Congress are hampered by the relative priority assigned to the work 
under this program. So many emergency situations of dire importance come 
before the Munitions Board staff that the work under this paragraph must, of 
necessity, be less than desirable unless we are able to strengthen the total 
operating power and capacity of the Munitions Board to increase their total 
output, 

(8S) “Maintenance of liaison with other departments and agencies for the 
proper correlation of military requirements with the civilian economy, particu- 
larly in regard to the procurement or disposition of strategic and critical mate- 
rial and the maintenance of adequate reserves of such material, and making 
of recommendations as to policies in connection therewith.” 

In connection with this paragraph, I feel that the stockpile operation has been 
well performed by the Munitions Board. As stated previously, I feel that more 
intimate review should be given to military requirements by a change in the 
make-up of the Board which will permit such review. In connection with the 
shortage of strategic and critical materials, I feel that a combination of pressures 
and factors has not made it possible for the Munitions Board to present to the 
civilian agencies their requirements with sufficient clarity to serve as a plat- 
form upon which the civilian agencies can base positive steps toward alleviation 
of shortages to the extent required. The Munitions Board is now in the process 
of taking steps to improve material requirements figures, and I believe they are 
to be complimented on their progress; it is hoped that the civilian agencies in- 
volved will, in due course, take the positive steps which the result of the Muni- 
tions Board’s survey should indicate as necessary. 

(9) “Assembly and review of material and personnel requirements presented 
by the Joint Chiefs of Staff and by the production, procurement, and distribu- 
tion agencies assigned to meet military needs, and making recommendations 
thereon to the Secretary of Defense.” 

Such assembly and reviews are made and recommendations therefrom are 
issued. Here again, however, I believe that a contribution of industrial personnel 
of wide general experience in tempering and directing these recommendations 
can be very substantial. 

The major recommendation which I have to make concerns the reconstitution of 
the Munitions Board itself, as I have referred to above and which I specifically 
recommended to the committee in my testimony. I strongly recommend that 
the Board be reconstituted to consist of a Chairman, the procurement Under 
Secretary from each service and, most important, five men of stature and diverse 
background from American industry. 

The weakest activities being carried out by the Board at the present time are 
(1) the review of military logistical requirements, together with full supporting 
requirements for facilities, equ’pment, and materials, and (2) the resolutions of 
controversies which arise among the services in the operation of our military 
production effort. The inability of the Board to function adequately in these 
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areas at the present time is due chiefly to the fact that the Munitions Board, 
as presently constituted, cannot judge impartially in the interests of the Na- 
tion. Rather, it becomes necessary for each service member to advocate the 
particular interest of his service. This is no discredit to the men concerned. 
They are able and conscientious, but you cannot be both judge and advocate 
simultaneously. The result is that the Board essentially is a debating society 
among the three services, and the volume of work is so great that the Chairman 
of the Board is in the awkward position of being unable to make the decisions 
necessary in the national interest. I guess it is one of the victims of unification, a 
natural birth pang of the evolution which has taken place since 1947. Further 
more, the top men in the Munitions Board, able though they are, are overloaded 
with work—by the services and by Congress in many Cases. 

Clearly the answer to me seems to be the addition of these five industrialists 
who could judge impartially on requirements, controversies, and other matters 
of business before the Board and without other duties. Their presence and their 
actions would, in my opinion, relieve an untenable situation of dispute, bringing 
prompt and impartial action on the business of military procurement and pro- 
duction, and thus give the life and power which the Board has so long needed. 

I would further recommend specifically that this reconstituted Board meet 
every day, say, from 1 to 6 p. m., considering the problems brought before it and 
which the staff had unearthed, bringing their collective judgment to bear on these 
matters with the accompanying increase in decisions made and work accomplished. 


Mr. Curtis. I wonder, Mr. Chairman, if at this point in the record 
we might insert those nine items ¢ 

Mr. Bonner. Yes, with his statement. 

(The document above referred to is as follows:) 


CHANGING THE RELATIONSHIP OF THE SECRETARY OF DEFENSE TO THE MUNITIONS 
Boarp 


Sec. 8. Section 213 of the National Security Act of 1947 is amended to read 
as follows: 

“Sec. 213. (a) There is hereby established in the Department of Defense a 
Munitions Board (hereinafter in this section referred to as the ‘Board’). 

“(b) The Board shall be composed of a Chairman, who shall be the head 
thereof and who shall, subject to the authority of the Secretary of Defense and 
in respect to such matters authorized by him, have the power of decision upon 
matters falling within the jurisdiction of the Board, and an Under Secretary or 
Assistant Secretary from each of the three military departments, to be designated 
in each case by the Secretaries of their respective departments. The Chairman 
shall be appointed from civilian life by the President, by and with the advice 
and consent of the Senate, and shall receive compensation at the rate of $14,000 
a year. 

“(c) Subject to the authority and direction of the Secretary of Defense, the 
Board shall perform the following duties in support of strategic and logistic 
plans and in consonance with guidance in those fields provided by the Joint 
Chiefs of Staff, and such other duties as the Secretary of Defense may pre- 
seribe: 

“(1) coordination of the appropriate activities with regard to industrial 
matters, including the procurement, production, and distribution plans of 
the Department of Defense ; 

“(2) planning for the military aspects of industrial mobilization; 

“(3) assignment of procuremeltt responsibilities among the several 
military departments and planning for standardization of specifications 
and for the greatest practicable allocation of purchase authority of tech- 
nical equipment and common use items on the basis of single procurement - 
“(4) preparation of estimates of potential production, procurement, and 
personnel for use in evaluation of the logistic feasibility of strategic 
operations ; 

“(5) determination of relative priorities of the various segments of the 
military procurement programs; 

“(6) supervision of such subordinate agencies as are or may be created 
to consider the subjects falling within the scope of the Board's re 
sponsibilities ; 
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“(7) regrouping, combining, or dissolving of existing interservice agencies 
operating in the fields of procurement, production, and distribution in such 
manner as to promote efficiency and economy ; 

“(8) maintenance of liaison with other departments and agencies for the 
proper correlation of military requirements with the civilian economy, parti- 
cularly in regard to the procurement or disposition of strategic and critical 
material and the maintenance of adequate services of such material, and 
making of recommendations as to policies in connection therewith; and 

“(9) assembly and review of material and personnel requirements pre- 
sented by the Joint Chiefs of Staff and by the production, procurement, and 
distribution agencies assigned to meet military needs, and making of rec- 
ommendations thereon to the Secretary of Defense. 

‘(d) When the Chairman of the Board first appointed has taken office, the 
Joint Army and Navy Munitions shall cease to exist and all its records and 
personne! shall be transferred to the Munitions Board. 

“(e) The Secretary of Defense shall provide the Board with such personnel 
and facilities as the Secretary may determine to be required by the Board for the 
performance of its functions.” 

Mr. Bonner. Our second witness tonight is the Assistant Secretary 
of Defense, the Honorable Wilfred J. McNeil, who is Comptroller of 
the Department of Defense. 

The Comptroller’s position as one of the Assistant Secretaries of 
Defense was set up pursuant to title IV of the National Security Act 
amendments of 1949, for the ‘Promotion of Economy and Efficiency 
through Establishment of Uniform Budgetary and Fiscal Procedures 
and Organizations.” 

On August 27, 1951, this subeommittee addressed a letter to the 
Comptroller requesting a statement “with respect to the improvement 
of supply management in the Department of Defense.” Mr. McNeil’s 
reply was dated September 11, 1951. (See p. 313, Federal Supply 
Management—Military and Related Activities.) 

Mr. McNeil, this subcommittee understands that your responsibility 
in the supply management field is substantially as given in your letter 
of last September; that is, “sound budgetary and fiscal management.” 
Also, your letter states: 

Efficient supply management is an integral part of sound budgetary and fiscal 
management. 

Since you wrote that letter in September of last year, the members 
of this subcommittee have observed supply organization and supply 
management in a great many overseas activities of the military depart- 
ments and the Department of Defense. 

The members of this subcommittee, as representatives of the people 
in Congress, have had to make recommendations and decisions, and 
have had to vote upon huge appropriations for the military activities. 
We have asked you to meet with us tonight in order to go over some 
of the matters that are of deep concern to us, inciuding some of the 
subjects covered in your letter to the chairman of this subcommittee, 
dated September 11,1951. Your letter stated: 

I have commented only on those matters in which the Office of Comptroller 
has a direct interest and major responsibility. 

A great many of the activities you discussed in your letter were just 
being started at the time you wrote. In the closing paragraph of 
your letter you stated : 

Qualified personnel and time to do the job are all that are needed to achieve 
our common objectives. 
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If I may, Mr. McNeil, the members of the subcommittee and I would 
like to start with some questions stemming directly from your letter, 
and then later on we will take up with you questions stemming more 
immediately from our observations overseas and in the military in- 
stallations of the zone of interior. 

With reference to the Army, your letter states: 

Recently an effort has been * * * to determine the proper principles 
for the application of financial accounting in the Army depot supply system. 
Several tests of financial property accounting at the stock control and depot 
level have been or are now being conducted with the objective of developing a 
uniform and effective pattern for application throughout the Army. 

Have you succeeded in establishing a satisfactory financial account- 
ing system in Army depots and Army stock control activities / 


STATEMENT OF HON. WILFRED J. McNEIL, ASSISTANT SECRETARY 
OF DEFENSE (COMPTROLLER) 


Mr. McNett. No, sir; that has not been accomplished as yet, but we 
have gotten a fairly decent start. That is probably a 5-year job, if 
every effort was intensively applied by the staff. 

Mr. Bonner. Is it the tech, service by tech, service approach ¢ 

Mr. McNett. It is a little deeper than that, sir. It is really by area 
of supply or category of supply. 

If each category of supply were handled by one tech. service, par- 
ticularly in the common-use items, then we could approach it by each 
technical service; then take the next, and so on. 

But in the case of the Army, the common-use stock items are handled 
in a distribution system through each of the technical services, so first 
we have the job of simplification of the supply system in that depart- 
ment. 

Mr. Bonner. Many Air Force representatives in the field have 
testified before this subcommittee that the Air Force is put to extra 
work and expense in getting supplies of common items from the Army 
because each Army technical service has different supply procedures 
and forms. Does the fact that the Army has separate supply systems 
within each of the technical services impede the installation of finan- 
cial accounting for Army stocks at the depot level? (See General 
Cook’s statement p. 82.) 

Mr. McNem. Yes, it does, but that is not the sole reason, it is not 
the real problem. 

One of the real problems is first, you install financial accounting and 
operate it successfully and get any reasonable benefit from it until you 
are able to get the inventories in shape and be able to balance them out 
by a class of items. 

Next, unless you can establish a whole category and put it under 
balance sheet control, the inventory records that may be deve loped 
at one date will not be very good a few months later. You must have 
the system covering a category of items before it really is successful. 

If I may discuss first standard stock common-use items, because that 
is one of the key areas to which this committee has addressed itself, 
The same problems exist in specialized or technical items of equip- 
ment, any so-called cross service and common service, application, gen- 
erally must apply to the common use, standard stock items. 
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First, Mr. Forrestal, when he was Secretary of the Navy, probably 
had more intensive effort applied to this type of problem than anyone 
else that I know of in Government. 

As a result, he came to the conclusion both in the Navy and later 
as Secretary of Defense that the only solution in the common-use, 
standard stock item field was to approach it through the establishment 
of revolving funds or what are termed in the Department of Defense 
as “stock funds.” 

It is the only way that you can keep such inventories in shape, 
control the quantities, and really operate such inventories on a busi- 
ness basis. 

Mr. Curtis. Is that just for common-use items? 

Mr. McNetu. The stock funds apply particularly to and are most 
beneficial in the standard stock, common-use item class. 

Mr. Curtis. Was it Secretary Forrestal’s idea to extend it just to 
the common-use, or did he feel it should apply to other fields? 

Mr. McNew. The application of financial accounting covered the 
whole field of inventory operations of the Department with the opera- 
tion of common-use inventories under revolving funds, in both cases, 
however, keeping property under financial and balance-sheet control 
whether or not Inventories were under revolving funds. Also to be 
covered were the operation of commercial-type and industrial-type 
operations under a working capital concept or, in other words, estab- 
lishing such activities under a business-type concept. The results 
should be integrated with the whole budgeting process, including 
analysis of requirements. 

Mr. Curtis. It wasn’t limited to items that moved readily? For 
instance, a slow-moving item would not be in the category where you 
might set up stock funds? 

Mr. McNei. Slow-moving items should be included, in my opinion, 
in stock funds if they are items that are used day by day. For 
example, in clothing I feel that all of the clothing should be under 
a revolving fund or stock fund account. 

Now perhaps two-thirds of the total inventory will be a mobiliza- 
tion reserve and only used in the case of mobilization, but I feel very 
strongly that such reserve clothing should be included in the same 
balance sheet, the same “corporate set-up,” if I may term it that, as 
are the items or the portion of the inventory which turns over rapidly, 
because unless those inventories are under dollar control and under 
one balance sheet, you will find after 4 or 5 years’ operation, that 
the inventory has been dissipated. 

It is the only way I know of to maintain the integrity of the 
inventory. 

Unless you break out and separate the mobilization reserves from 
the portion which you use to fill your current orders, one will get the 
impression when you first look at it that the stock is turning over 
slowly, but in the case of clothing it is necessary to outfit men that 
we would bring in during the first few months of a mobilization period, 
and therefore the need is greater than only for sales in the com- 
ing year. 

Therefore, while the whole fund may show a turn-over of once a 
year, whereas good merchandising would indicate a turn-over of 
three times a year, for example, the working portion of the inventory 
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will be turning over three times, but the mobilization reserve perhaps 
won't be moving at all. 

Mr. Curtis. It is my understanding though that when you do set up 
a stock fund, you in effect have double appropriation. In other 
words, you have the original appropriation to create your stock fund 
and then each user has an appropriation to reimburse the depletion of 
the stock fund. 

I don’t think that is necessarily an argument against it, but isn’t 
that a true statement? You only set it up once of course when you 
set up your stock fund and again in the user appropriations. 

I asked Secretary Lovett when he was before us whether he could 
give me any details as to how this would be savings from the use of 
these stocks, and he said that you would be able to give us “chapter 
and verse” of just where savings had been effected through the utiliza- 
tion of a stock fund. 

Mr. McNei. I believe I can, sir. 

First, would it be satisfactory to the committee if I outlined the 
general principles behind the stock-fund principle ? 

First, this whole Government operation in my opinion is so big 
that there isn’t a person in the United States who can understand it 
and run it, if required to think of the whole mass of detail. 

I do not believe that the Department of Defense properly can be 
managed by anyone unless adequate machinery is developed. As Mr. 
Bedford we here a minute ago, I think the country is very fortunate 
in having the present Secretary and Deputy Secretary who are able 
people—in fact, our previous Secretaries have been, I think, very 
outstanding, capable people, but lacked organizational and financial 
concepts with which to manage many facets of defense activities. 

Secretaries of the military departments have been capable, but it is 
almost impossible under the old Federal system of operation to get a 
grasp and a feel of the mass of things that have to be done. Asa 
result of the work several years ago, Secretary Forrestal felt there 
was only one way to approach improvement of management in Gov- 
ernment, and that was to break the problem down into integral parts 
that could be seen and understood. 

Next, to put every one of those segments that could be identified 
and which were comparable to commercial and industrial operations, 
on a basis as similar to successful business practices as could be estab- 
iished—that means in effect that you have to take an identifiable ac- 
tivity, put a fence around it and—I will use the word loosely—in- 
corporate it, make it stand on its own feet, so that you can measure 
the cost of its end product, whether it be goods or services, such as 
repair work, manufacturing, or what not. 

When that is done, you take a very large segment of the business 
activities of the Department of Defense out of the mass or maze which 
has been called the Federal budget. I term it a “maze” because when 


you talk in terms of people and talk in terms of coal and roofing ma- 


terial and cement and so forth for a whole department, you cannot 
identify the end use for that material. 

Until you do, I say it is almost impossible for anyone, no matter 
how hard he tries, or how capable he is, of understanding the prob- 
lem. 

That leads us, then, into what Congress, I think, very wisely in 1949 
provided—authority to establish commercial and industrial-type op- 
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erations under a working-capital concept—into what in effect were 
corporate set-ups so each could be operated as a business, so that the 
operating efficiency could be measured, and if a little later the com- 
mittee would like me to touch on that point, I will be glad to. 

Coming to the next phase that might be separately identified is the 
area of common-use, standard stock items—again an area which 
should be covered by a working-capital or revolving-fund concept. 

This is comparable to organizing a Sears, Roebuck or Montgomery 
Ward, in which case the inventory is capitalized and with enough 
cash on hand to run the business. That, in effect, is a stock fund 
principle. 

This means, then, and starting to try to answer more specifically 
your question, that nothing can “be removed from the shelf for use 
unless the user has the money in a current appropriation to pay for it, 
and that is one of the key points for control and economy. 

Now, as to paint under the Army distribution system that has been 
in effect for 50 years, if you buy paint in 1950 directly from annual 
appropriations and it is now on the shelf and you use it to paint a 
building today, the tendency is to think that it doesn’t “cost” anything. 
That is not particularly conducive to efficient operation. If you have 
to pay for it out of your current operating appropriation or budget, 
you may think twice, and you do. 

Next, if material isn’t quite as good as you would like to have it 
and it is not under dollar accounting and there is no current charge 
to be made for it to the operator, it 1s very easy to say, “I would just 
as soon not use that. Let’s get what I really want”; but when such 
material is under working capital, it isn’t destroyed, it isn’t surveyed 
unless it is completely useless. You will find it is utilized for the 
maximum value obtainable. 

When I said a minute ago that when material had to be paid for 
when it was taken off the shelf, or charged to the current appropria- 
tion, it means that for the first time—and this may seem like talking 
against ourselves—Congress has some control over the amount of 
material and level of operations of any particular year for which 
money is appropriated. 

You were correct, sir, when you said that as far as appropriations 
were concerned, to start a stock fund it requires an appropriation 
twice, or if appropriation was made years ago and we have material 
on hand and it is capitalized we still would have to have appropria- 
tions to withdraw it. However, that is not an expense to the taxpayer 
because there is no separate withdrawal of cash from the Treasury and 
your taxes, of course, are all geared to withdrawals from the Treasury. 
So what it really is, the se parate appropriation to start a stock fund, 
isa bookkee] ing tr: ansaction in which you capitalize the inventory. It 
does not, “it sees Soar increase expenditures from the Treasury. 

Mr. Curtis. Now, Admiral Fox testified before the Senate, the 
O’Mahoney Appropriations Subcommittee, that the Navy stock fund 
was used to finance fast-moving or hot items. Now, apparently that 
is not vour understanding. 

Mr. McNri. That is generally correct. There are, I believe, about 
97,000 items in the Navy stock fund, carried in the naval stock fund. 

Mr. Curtis. Ninety-seven items? 

Mr. McNet. Ninety-seven thousand, and the great bulk is com- 
prised of a fast-moving type of item. 
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Mr. Curris. That fund amounts to 1.4 billions of dollars, does it not? 

Mr. McNet. Yes, sir. 

Mr. Curtis. And how much business did it handle last fiscal year, 
for example, just to get an idea ? 

Mr. McNett. First, the value of the fund is about $1,400,000,000. 
The inventory as of December 31, 1951, was slightly less than that, 
because there is some cash involved in the total value of the fund. 
There also is some manufacturing work in process. 

Mr. Curtis. Do you know how much cash is involved? That is an 
important thing. 

Mr. McNrir. Normally it runs from 100 to 200 million. I don’t 
know what it is at the moment. 

Mr. Curtis. Why would there be idle cash? Is that something to 
take up in case you want to put new items in; is that slack, or what 
is that? 

Mr. McNetz, No, sir; it is operated just as you would a private 
merchandising business. You have to have enough money on hand 
to pay for material that is delivered to put in store, while you are, 
at the same time, selling it, so you need enough for day-to-day opera- 
tions. 

Mr. Curtis. It is working capital ? 

Mr. McNem. Strictly working capital; yes, sir. 

Now a portion of the cash portion of working capital should be ear- 
marked, in the event that some seasonal items had to be purchased, 
as for example so that you could buy peas on the eastern shore of 
Maryland a little cheaper in May, which might be the time to buy 
them. 

Mr. Curtis. Do you know about how much business was handled 
last fiscal year? 

Mr. McNew. Yes, sir. But first I would like to give you a break- 
down of the inventory. As of December 31, which is the last balance 
sheet from which I recall the figures, the inventory was about 
$1.200,000,000. : ‘ 

At that time a trifle over two-thirds of that was a war or mobiliza- 
tion reserve. The other third—— 

Mr. Curtis. To interrupt, a war reserve would not be a fast-moving 
or hot item; would it? 

Mr. McNew. It might be a hot item; yes, sir. It might be a hot 
item, because it might be the same item that you are selling every day. 

Mr. Curtis. I see what you mean. Go ahead. 

Mr. Meaver. Will you yield for a question ? 

Mr. Curtis. Yes; I yield. 

Mr. Meapver. What worried me about this war reserve is obso- 
lescence. What is done about that, this whole war reserve? Two- 
thirds of $1.4 billion is dissipated by becoming useless through de- 
velopments. 

Mr. McNet. So far we are trying to carry in inventory under 
“Working capital” only those standard-stock, common-use items that 
have a very, very low percentage of obsolescence. So far we have 
not included radar sets or radio or anything of that kind. 

Mr. Mraper. Isn’t there a philosophy in the supply system of the 
Defense Department to calculate the procurement cycle and gage their 
inventories and the length of time it is necessary to require produc- 
tion ? 
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Mr. McNet. That is one of the factors; yes, sir. 

Mr. Meaper. We had some examples that I thought were rather ex- 
treme, saving out of the last World War supplies something like over 
50 years’ supply of blankets or something. They had a very, I would 
say, exaggerated idea of what they ought to keep on hand. 

We also made some studies of storage costs, what it costs per square 
foot to keep this stuff, and the deterioration, and so on, and it seemed 
to me that the Army and the Navy had developed a kind of squirrel- 
like philosophy of having their hands on everything they could and 
just storing it somewhere. 

Mr. McNet. There is a lot of string saving. 

Mr. Meaper. I just wonder if we are still doing that. 

Mr. McNen. Yes, sir. 

Mr. Meaper. Are we still thinking in those terms? 

Mr. McNet.. Yes, sir; but I would like to think that it is getting 
less every month. May I touch on this whole problem? 

Mr. Meaper. The cost of interest on Federal-funds that are tied up 
in capital in these goods that are stored in dead inventory 

Mr. McNem. That is correct, sir. <A little later on, if it was con- 
venient, sir, I was going to touch on this question of requirements, 
and how costly requirements get into inventory, what is placed on 
order, but I wanted to complete my answer to Mr. Curtis. 

Mr. Curtis. Before you do that, here is what I am getting at. We 
are trying to find out what the rate of turn-over would be in, let us 
take, the last fiscal year. 

Mr. McNem. The portion of the stock fund that is considered 
available for issue on a day-to-day basis is slightly over $400 million. 
Last year’s sales, the sales for the current year will run right at 
$1 billion. 

Mr. Curtis. One billion dollars for 1 year ? 

Mr. McNetn. Yes, sir. 

Mr. Curtis. In other words, you have got $1.4 billion. You don’t 
even turn over in 1 year. 

Take something like Safeway Stores. Of course, those are perish- 
ables: but, on the other hand, their stock turns over about once a week, 
and that makes the stock fund economical, but I am wondering—and 
I doubt very much if the stock funds are only turned over not even 
once a year—whether that is economically justifiable. 

The savings certainly should be equal to the interest on the fund, 
the $1.4 billion that you are tying up, if you are going to meet the test 
of economy. Now, maybe this is the only method by which you can 
measure your consumption of these fast-moving items. 

Mr. McNeru. May I go into that just a minute. There are several 
of the items I would rather not discuss on the record, although I 
would be glad to submit for your own information a breakdown by 
classes of items and the turn-over, but let me take one item, and that 
is clothing. 

Mr. Curtis. Let me ask a question. Clothing is not yet common- 
use; is it? 

Mr. McNett. No, but that is why I used two phrases, sir, common- 
use and standard stock. 

Mr. Curtis. That is what you would call standard? 

Mr. McNer.. That’s right. 
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In the case of the Navy, to take care of the outfitting of the naval 
personnel that would be brought into the service in the first months 
of a war would require $215 million worth of clothing. We have $285 
million as the value of the inventory; so, in effect, the $215 million 
is set aside. ‘ 

That is available; so that, if we got into trouble, it covers a period of 
41% months for getting uniforms from cloth and 9 months lead time 
if cloth is not on hand. 

Mr. Curtis. Here is one thing. I may be wrong, but it does seem 
to me that you are confusing the situation when you take your war 
fund and say that that is part of your stock fund. Isn’t that part of 
our trouble ? 

Mr. McNet. That, on the surface, distorts the picture; yes. 

Now, there is $70 million worth of Navy clothing that is kept, you 
might call it, at a distributor or retail level. That is the part that turns 
over. 

Mr. Curtis. That is your turn-over. 

Mr. McNew. Right. That will turn over this coming year about 
twice. 
Mr. Curtis. That is the only part that I would think you could 
properly classify as coming under your stock fund, and that is what 
we should be discussing in determining whether the stock fund is 
really producing a saving. You see, we cut out some money on your 
stock funds. 

Mr. McNett. That was for the Army, sir. I wanted to touch on 
that later, sir. 

Mr. Curtis. But the point is: If we are wrong on these things, we 
want to know about them. 

Mr. McNett. Let me go just a step further, sir. You could run 
two stock funds if you wished and put your war or mobilization re- 
serve in one and your operating stocks in the other, and that would 
give you the kind of turn-over ‘information that you wanted. -I be- 
lieve all items of similar nature should be kept under one account. 

There are items here that turn over 4% times in a year; but, what- 
ever is done, they should be kept in one stock fund. 

Otherwise, you will never know in this Congress, in the Depart- 
ment of Defense, or in the Department of the Navy. that the integrity 
of such inventory is being preserved. Unless you do that, stocks will 
slip away from you and you will never know 5 years later what hap- 
pened, or how they were consumed. 

If I may use a very homely example, one of the Members of this 
House was having a discussion on stock funds about a year ago. He 
wasn’t completely convinced that it provided a measure of control. I 
happened to visit him in his home. 

Down in the basement he has a little Safeway store of his own. I 
would say he might have $1,000 worth of groceries all perfectly pack- 
aged and placed on the shelves. He has two or three people on the 
farm. One couple lives in the house. 

I said, “Let me describe the way we have operated inventories com- 
pared with a stock-fund operation. Suppose you run this as we have. 
This store would be open down here, and anybody who came in and 
wanted sugar, beans, flour, and so forth, could take it and use it 
without specific charge. In about 6 months you would come down 
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and find that your stock is pretty well gone and you would wonder 
where it went to. That is what would happen without a stock fund. 

“If, however, you put in a little system and as each person comes 
down to get material they need as they need it—10 pounds of sugar 
and 5 cans of beans—a price ticket is put on the stub. On Saturday 
night, when you write pay checks, deduct the $7 worth of groceries 
they got, and that way you have either got inventory or cash, and there 
is no way to get away from it. That is a stock fund.” 

He said, “I now understand the principle of the stock fund and how 
it will maintain the integrity of the inventory; in other words, how to 
see that one can stay solvent.” 

That is the only way I know of that this thing can operate in the 
common-use standard-stock class. 

I would like to touch it another way. You will find your planning 
much better when it is done under a stock-fund control. You must 
be certain that all inventory of an item is included in any statement, 
and you must know what your inventory is if you prepare a sound 
budget. 

‘Other collateral reasons for adoption of the stock-fund principle 
are: Less loss because of obsolescence, with inventories more closely 
watched; less temptation to scrap items carried in inventory which 
may be usable although not as desirable as newer items. No one 
carelessly overlooks inventory losses. Simply because to take the item 
out of inventory requires specific accountability, provides better means 
for evaluating quantities of material carried as a mobilization reserve, 
Congress annually is able to control how much material can be taken 
off the shelves. Appropriations made by the Congress for operations 
requiring the use of items under stock-fund control are on an annual- 
consumption basis—a most intelligerit approach; the inegrity of the 
inventories is maintained; the various administrative and operating 
echelons are limited, through the only effective channel known, as to 
the quantities they can consume; at the present time provides the best 
method of insuring reasonably accurate inventory figures; it is the 
only way for top management to grasp the implications of both in- 
ventory and consumption problems; creates an atmosphere for more 
thoughtful consideration of proposed changes in specifications; and 
on seasonal items enables the purchase at the time of year when the 
most advantageous prices can be obtained. 

One of the real problems you have, with inventories scattered 
around the world, is that of making certain that assets are considered 
when computation of purchase requirements are made. 

I would like to touch on another facet of the management problem. 
Back when the National Security Act was passed one of its objectives 
was to get better or full utilization of available facilities. 

I don’t think that we will ever be really successful in operating 
commercial and industrial activities under the ordinary Federal sys- 
tem of budgeting and financing. I think you have to have a work- 
ing-capital, revolving-fund type of set-up in order to make either 
stores available to another service in which the bill could be settled 
at the end of the month or in which you can take commercial-or 
industrial-type facilities—by that, I mean arsenals, shipyards, print- 
ing, and so forth—and make them stand on their own feet collecting 
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at the end of the month for the work they do from the person who 
places the order, and therefore is respons sible for spending the money. 

I think that is the only way we will ever get real utilization of 
the facilities available to us. ‘That is why I keep stressing the im- 
portance of putting these inventories whic ‘h may be available, might 
be subject to—— 

Mr. Curtis. Could the Navy, for example, finance the common items 
of all three Departments? 

Mr. McNet. It couldn’t within its present funds; no, sir. 

Mr. Curtis. Do you think that it would be capable of that’ We 
might have a saving there—mightn’t we?—if we had one fund for 
all three services rather than three separate funds, because there is 
bound to be some duplication. 

Mr. McNew. Well, sir, my own feeling is that it should not be 
operated by the Navy; that there should be a stock fund operated by 
the Army in which case there would be facilities available for inter- 
service area sup ply. 

Mr. Curtis. I am talking about common-use items. 

Mr. McNem. And taking the subject of your last report, medical 
supplies should be under revolving stock funds. As you suggested, 
the aspirin used at Governor's Island by the Army could come from 
the Navy at Edgewater, but there is a big part of this country in 
which the Navy has no wholesale supply facilities conveniently lo- 
cated to Army bases. : 

Shall we establish such facilities, would you establish a Navy opera- 
tion on an Army base out in Missouri? I don’t think administratively 
it would be—— ‘ 

Mr. Curris. That wouldn’t have to be the stock fund. That could 
be withdrawn from the stock fund; could it not 4 

Mr. McNeit. It should be in the stock fund, sir. You will never 
know what your inventories are in this business unless you have got 
the inventories at the base level included in your inventory. 

Mr. Curtis. How far down do you go in th: at ¢ 

Mr. McNett. To the operating base, yes, sir. You will never know 
what your inventories are because you can have a year’s supply at 
the base level; and if so, it will destroy the whole thing that you 
are trying to accomplish, and that is to have enough—but not too 
much—on hand to accomplish the task and to force a balancing of 
the stocks. 

Mr. Curtis. To revert back to your original statement, I want to 
get this straight in my own mind. Origi nally, when I asked you if 
this was limited—rather, when you testified about Secretary For- 
restal’s idea and I asked you whether it was limited to common use or 
whether it was limited to fast- moving or hot items—I think now you 
have answered “It really is coming to that.” Is it not? 

Mr. McNett. At present it should be limited to the common-use, 
standard-stock items which generally are things you use every day. 

Mr. Curtis. All things fast-moving, in other words. You don’t 
think then that the stock funds should be applied beyond that type of 
equipment; do you? 

Mr. McNei. Not at this stage of education and development in 
this country; and, by that, I am including the public, the press, the 
Congress, the Department of Defense. :, 
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The time may come when you can put technical items into a revolv- 
ing fund and, ‘if they become obsolete, charge them off and at that 
time get an appropriation to do so. 

I don’t think we have advanced that far as yet ; so, I would say that 
the success of this is to go through the whole list of standard- stock, 
common-use items and getting that right. Separately the other items 
should be priced and included on a similar balance sheet without re- 
quiring cash transactions when they are utilized; that is, if you re- 
place a gun on a ship, not require a cash transaction at that point— 
if the gun comes out of store. Or, if a radio set was kept in store and 
has a high rate of obsolescence in the present state of development of 
such equipment, I would keep them on a balance sheet, and the Navy 
does that. 

They have all of their property carried on a balance sheet, one bal- 
ance sheet for the technical items, some of which may have a high 
degree of obsolescence, and another a cash balance sheet which covers 
the common-use items. 

Mr. Curtis. Actually though it is the common-use items that you 
would use in the distributive system, for example a hammer or a 
chisel or something like that, you would certainly eliminate an awful 
lot of inventory, warehousing and all the complications that go along 
with setting up a system to distribute. 

I have often thought that on many of these items the Armed Forces 
are merely duplicating the very fine distributive system that exists in 
our civilian economy and they are not utilizing the distributive system 
that is available to them. 

I appreciate that there are certain places it can’t be, but it isn’t 
being utilized to the extent that it could. 

Mr. McNem. One small area—and I am sorry I can’t speak with 
more conviction that it has been successful—is that of recruiting sta- 
tions that are getting motor spares directly from dealers locally. 

Those small units are not supplied centrally. They just go over 
and get a windshield wiper for 20 cents, and it may be possible that 
we can extend the idea somewhat further. 

I have charts here that may be helpful, sir. One chart may show 
some of the problems involved in purchase and inventory account- 
ability, although since the chart was prepared in 1949 some appropria- 
tion simplification has been achieved. The second chart outlines a 
solution which experience in one department through two world wars 
has proved its worth. 
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Mr. McNew. This chart was utilized in the Department and later 
before several committees here in the Congress, and that is the reason 
for these dates of 1947, 1948, and 1949. This is a factual list of appro- 
priations from which we were buying what might be classed as 
standard stock items in this service. 

When the money is appropriated, it went into these accounts. There 
were others, but these are the major ones. 

These different appropriations were available (an annual ap propria- 
tion being available for expenditure for 2 years beyond the end of 
the fiscal year for which the appropriation is made) so at all times 
there were 3 years’ appropriations available for deliveries from the 
long list of sup ypliers or vendors. 

Up to this point—the time of placing the contract—there has been 
dollar accounting. There has been, however, no dollar accounting once 
that material has gotten into the system. That is one of our real 
problems in getting this whole job done. It has never been the policy 
in the military departments except in the Navy. 

The Navy has done it and they are getting some real advantages 
of it right now, but in the Army it has never been done to any extent. 
Once the supplies were delivered and went into inventory, they were 
recorded by item, but there is no way to balance out the items, and I 
can assure you that if you have wareliouses around the world and there 
is no way to prove whether your inventory counts are right or not, your 
inventory cards are going to be pretty sloppily handled. 

I don’t care how strong the directives or how good the intent of the 
generals, colonels, or secretaries. It just isn’t going to happen unless 
you have some way of checking to see if the inventory equals what you 
are carrying on the balance sheet. 

You find stock records carelessly maintained and particularly over 
a period of years. The result is if you don’t carry inventor ies and issue 
material under dollar control, you have no way of knowing who uses 
What, or how much, or when. ‘That is one of the real problems. 

I don’t want to exaggerate this problem, but when you get thousands 
and thousands of items and you get off into the black | indicating on 
the chart | and in my opinion, the mass is just as dark as the picture 
indicates if you don’t know who uses what paint, what hammers, what 
bolts and nuts, oil and coal and everything else that is consumed by 
the whole system. That re presen ited the problem when the National 
security Act amendments became effective. 

Now first, if any material in inventory was sold, 
shipped to Europe, then you would put a price on it—perhaps from 
some contract. Items priced would only be those which were shipped 
or sold to the Coast Guard or to Europe or someone e Hed Then a bill 
would be rendered. 

When collections were made the reimbursements would be credited 
to re placing accounts. Tor this reason procurement comes from this 
source as well as from the original appropriation, because this money 
could be used to buy other similar material. 

I want to emphasize again that until you have got a measure of 
consumption and know where it is going and who is using it, you 
lack one of the essential things in management. 

This second chart illustrates what happens when you operate under 
a stock fund. ‘This may seem slightly involved, but the main thing is 
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keeping everything under control so that nothing gets away from you 
and so that you can see where you stand at any ‘time. 

Your assets consist of your inventory which is always priced, and 
the cash working capital, the necessary cash that you have with which 
to pay for the receipts that are coming in while other material is being 
sold and collected for. 

Nothing leaves this inventory unless the consuming activity, is 
charged for it, which means the appropriation financing the activity 
is charged in that current month. 

Then for the first time, in this class of common-use stocks, you have 
a measure of consumption and who is using them, and this is the first 
element of control. Now when this material is issued for consumption 
and when it is paid for the value becomes part of the cash assets of 
the fund. 

While that is going on you have replenishment demands, and you 
have an opportunity at that time to keep stocks in relative balance. 

You can get long or short on an item but this flexibility permits you 
to keep a constant watch on the balance of your stocks. 

I have a balance sheet here that I would like to show you, although 
it might be helpful if it did not go in the record. 

Mr. Bonner. Mr. Meader. 

pau Mraper. Mr. McNeil, I would like to turn to a current question 
on which I think you might shed some light. 

Se e also p. 101.) 

The Senate passed the Defense appropriation bill for 1953 yester- 
day. Iam particularly concerned with one phase of that bill relating 
to the Air Force appropriation. 

The House included a provision which is ‘section 640 of H. R. 7391, 
which in effect prohibited the Air Force from setting up a third sup- 
ply system for common-use items which they had been receiving from 
the Army. 

Now Senator O’Mahoney included some language in the Senate 
bill, after striking the House provision, to accomplish the same re- 
sult, but with different phraseology. I wonder if you are familiar 
with the two provisions of the House and the Senate bill. 

Mr. McNett. I think your first remark was addressed to the provi- 
sion which would prohibit the Air Force from doing anything in sup- 
ply that they weren't doing a year ago. 

Mr. Meaper. Suppose I read the two into the record right now 
and then I want to ask you some questions about the phraseology. This 
is section 640 of H. R. 7391 as passed by the House: 

No part of the funds herein appropriated shall be used to expand the per- 
sonnel, facilities, or activities of the Department of the Air Force, to establish 
or maintain a separate system for providing such supplies and services as were 
furnished to the Department of the Air Force by the Department of the Army 
prior to August 1, 1951. 

Now, the Senate provision is the following, section 638 (a) : 

Notwithstanding any other provision of law and for the purpose of achieving 
an efficient, economical, and practical operation of an integrated supply system 
designed to meet the needs of the military departments without duplicating or 
overlapping of either operation or functions, no officer or agency in or under the 
Department of Defense after the effective date of this section shall obligate any 
funds for procurement, production, warehousing, distribution, or supplies or 
equipment or related supply management functions except in accordance with 
regulations issued by the Secretary of Defense. 

(b) This section shall be effective 60 days after the approval of this act. 
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That is the end of that section. Now I think the objective of both 
of those provisions is the same. Do you agree with me on that? 

Mr. McNet. I believe, sir, the provision that you just read goes 
far beyond that, sir. 

Mr. Mraper. You think it is broader in scope. 

Mr. McNeiw. Much broader, sir. 

Mr. Meaper. But it would include the objective of section 640 
which I read first, namely, to hold the Air Force in this movement 
which this committee has exposed of setting up a duplicating supply 
system for common-use items, is that true? 

Mr. McNew. It could have that effect. As I understand, the sec- 
tion that was stricken, particularly based on the exact wording, could 
be interpreted as reverting to the situation of a year ago, whether 
that is right or wrong, but the question is they have established activi- 
ties at new bases since, some ef which are in this country. 

The Army was supplying the Air Force for certain items. They 
have opened the new base. Should the Air Force with that provision 
be prohibited from establishing the supply function at that new Air 
Force base? That probably was not the intent. It was probably the 
intent in a category of items not to establish additional—— 

Mr. Meaver. I assume that you must be familiar with the directives 
which are included in the record of this committee and in the report 
of the committee issued ‘a month or so ago. 

This provision I may say to you—and I believe I am not just speak- 
ing for myself—was designed to halt that separation and that splitting 
off movement that the Air Force had engaged in apparently without 
the knowledge or approval of either the Secretary of Defense or the 
Congress. 

Now the thing that bothers me about the language of the Senate 
version is the exception at the end. 

Certainly where it says “No officer or agency shall obligate for pro- 
curement,” is certainly broad enough, but then it has the exception 
that the regulations issued by the Secretary of Defense can permit all 
of this if the Secretary of Defense is willing to do that. 

Mr. McNett. I believe, sir, that one has to read that section in con- 
junction with the paragraph in the committee report that refers to 
this section. I believe I have a copy of the committee report with me. 

Mr. Mraper. You are speaking of the Senate Appropriations Com- 
mittee report ? 

Mr. McNett. Yes, sir. 

Mr. Meapver. Why don’t you read that into the record? 

Mr. McNett (reading) : 

The committee believes that great savings can be made by improved integra- 
tion and management of the military supply system. To this end it recommends 
addition of section 636 to the bill, imposing a direct and specific duty on the 
Secretary of Defense to achieve such improvement at an early date. 

It is recognized that all the desirable changes cannot be accomplished in the 
60-day period within which regulations must be issued. However, it is antici- 
pated that, within that period, new interim regulations can be promulgated which 
will state the general principles to be followed, effect certain of the more obvious 
improvements, and assure that no additional independent or expanded supply 
facilities are created during development of the definitive regulations. 

When the next Congress convenes the Department of Defense should present 
a program, based upon regulations in effect, which will speedily eliminate the 
duplications and “historical accidents” that recur and exist in the present system 
of procurement, warehousing, and issue of supplies and equipment. 
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Under the new system, it should be impossible for two competing facilities 
to be set up—or to continue to exist—in the same area for the same purpose as 
determined by the Secretary of Defense. Service facilities for maintenance of 
equipment such as motor shops, laundries, et cetera, should be integrated to 
serve all departmental requirements in the area. Special attention should be 
given to the procurement, production, distribution, warehousing, maintenance, 
and issue of common-use items such as clothing, food, medical supplies, and build- 
ing materials, to minimize stocks, handling, transportation, and related supply 
management activities. Wherever possible, such items and the method of 
handling them will be made uniform throughout the Department of Defense to 
facilitate such integration. Where different stock levels exist in various parts 
of the Department, it is expected that the lowest level will be applied to the 
whole Department in the absence of a compelling justification for special treat- 
ment, which justification will be made to the appropriate committees of the 
Congress. 

It is recognized that the administration of the program outlined above will 
require some changes in the organization and staffing of parts of the Depart- 
ment of Defense, including the office of the Secretary of Defense. To the extent 
possible under existing laws this should be done within the powers and personnel 
ceilings presently available to the Secretary of Defense, and it is expected that 
necessary action will be taken immediately so that the program can be instituted 
without delay. Emphasis should also be placed on civilian personnel in this 
interservice—across-the-board—work of the business organization of the Depart- 
ment since they can provide continuity and can approach these problems un- 
encumbered by loyalty to the traditions and practices of one particular corps 
or service. 

Mr. Meaper. I might say, Mr. Chairman, I think that language is 
very much in harmony with the spirit and purpose of the report of 
the Bonner subcommittee, and it sounds like very good language to me 
just hearing it for the first time. What concerns me though, Mr. 
McNeil—— 

Mr. Bonner. I want to say at this point there has been excellent co- 
operation between the Senate and the staff of this committee in the 
preparation of this language and the amendment. 

Mr. Meaper. What concerns me at the moment, Mr. McNeil, is the 
technical matter of draftsmanship in this bill that I assume is now in 
conference, and, of course, it is equally applicable to the omnibus ap- 
propriation bill which included a substantial appropriation for public 
works for the Air Force, I think $1,200,000,000. 

Mr. McNew. That is right. 

Mr. Meaper. A part of that $1,200,000,000 may be for warehous- 
ing. I wonder, first of all, about your interpretation of this last phrase 
of the Senate language: “Except in accordance with regulations issued 
by the Secretary of Defense.” 

Now I asked Secretary Finletter the other night whether that re- 
ferred to regulations which have heretofore been issued and are in 
force now, or regulations which are to be issued after the effective date 
of this bill, of this act. 

Mr. McNew. There will be regulations issued subsequent to the 
passage of this act. 

Mr. Meaper. And it would be your interpretation of the language 
that the regulations referred to were those which are to be issued from 
here on by the Secretary ¢ 

Mr. McNet. That is right, sir. 

Mr. Meaper. And not those that have been issued heretofore and 
are in effect ? 

Mr. McNew. Yes, sir. I might go into the background of this 
provision, sir. 
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Mr. Meaper. I want to ask right at this point, Wouldn’t it be in 
the interest of clarification to insert the word “hereafter” between 
“regulations” and “issue” ? 

Mr. McNem. I think it would be perfectly all right. The confer- 
ence, I might add, meets tomorrow. They had a preliminary meeting 
this afternoon. 

Mr. Meaper. The reason I say that is I believe the Air Force would 
contend that the directives that they issued to set this separation 
and take-over in motion were issued in accordance with regulations 
of the Secretar'y of Defense. From the multiplicity of directives and 
orders encountered, some of which are described in the committee’s 
report, there might be some basis for the Air Force’s contention that 
they had a right to a separate supply system. 

Mr. Bonner. The legislation would be interpreted in conjunction 
with the report as you have stated. 

Mr. McNew. Yes, sir. 

Mr. Bonner. And the report says “New interim regulations.” 

Mr. McNetn. To be followed by definitive regulations. 

Mr. Bonner. That is perfectly clear to you when you interpret 
the act? 

Mr. McNet. Yes, sir. 

Mr. Bonner. When you put the act into effect in your capacity as 
Comptroller ? 

Mr McNew. Mr. Lovett so understands it, Mr. Coolidge, who was 
here with Mr. Lovett the other night— 

Mr. Bonner. Now, since you discussed this, in your opinion, what 
would be the saving effected, just roughly ¢ 

Mr. McNem. By this? 

Mr. Bonner. Yes, roughly; in your capacity what would you say 
would be the effected saving? Not binding, just a horseback opinion. 

Mr. McNet. It isn’t quite that simple, sir. 

Mr. Bonner. I know it isn’t simple. 

Mr. McNew. May I touch on the background of this? I know a 
bit about this because I discussed it with Senator O'Mahoney, Sen- 
ator Ferguson, and the group—— 

Mr Meaper. I would be interested. 

Mr. McNeit. I understand that all through the hearings since 
January members of the Senate committee got certain impressions 
from various witnesses as various programs were examined that 
perhaps many functions might be improved if lines of authority were 
more specific and fewer committees had review authority. This whole 
question of authority of the Secretary came up a number of times, 
very much along the lines of Mr. Lovett’s testimony to this com- 
mittee last fall and again last week. 

There has always been a question—not in Mr. Lovett’s mind, cer- 
tainly not in Mr. Johnson’s mind when he was Secretary—but some 
lawyers have construed the “Departments separately administered” 
and various other parts of the act and even the language relating 
to the Munitions Board where it talks about “coordinating and plan- 
ning” as excluding the action field. I am not talking only about 
operating but also the area of decision involving specific actions. 

There have been questions raised that probably delayed positive 
actions in certain areas. 
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This was, I understand, basically intended to clean up the ques- 
tion of authority once and for all, or to attempt to. That is the 
key point I think of this whole section. 

I think Mr. Lovett testified to your subcommittee some months ago 
that he had the authority. He told you that the other night. He 
added, however, that there have always been questions. 

Members of the Senate committee told me that this section was 
to try to make clear that he had the authority, and from now on they 
expected correctable deficiencies to be resolved. 

Mr. Meaper. Now, my second question, Mr. McNeil, is this: The 
Secretary has been given 60 days to write this unification law and 
to compel these services to integrate their supply systems and their 
procedures on common-use items. If he can do it in 60 days, I think 
we ought to give him an extra star or something. 

Mr. McNew. It cannot be done in 60 days, sir. 

Mr. Meaper. What I am concerned about is that he might take 
the easy path out, because I think that exception is a wide-open door 
that will swing just as wide as the weakness of the Secretary will 
permit it, because I believe there are pressures to push on that door. 

What assurance can this subcommittee have under this language 
that the Secretary will, in fact, issue workable and enforceable regula- 
tions within a 60-day period to accomplish the purpose that the 
Congress has in mind ? 

Mr. McNew. Well, first, I would not anticipate any weakening. 
Let’s start from that point. I would not anticipate any weakening 
of actions to date. 

Mr. Meaper. In his testimony the Secretary of Defense has said 
he has had the authority to compel unification of supply, but he hasn't 
done it. He hasn’t tried to do it. I think that we are entitled at 
least to raise a question as to whether or not he is going to do it, 
simply because the Congress expresses a kind of hope that he will. 

Mr. McNet. I interpret this, sir, as a great deal more than a hope, 
because I can assure you that the words “no officer or agency 1n or 
under the Department of Defense after effective date of this section 
shall obligate procurement funds for warehouse distribution, sup- 
plies, or equipment” certainly constitute a strong statement. You 
can’t make that portion of it any stronger. 

Now, I think you either have to have the pattern prepared, all 
written now, or work it out in " future. The regulations aren’t 
ready today. (See exhibits 4 and 5, pp. 182 and 154.) 

I think the Senate committee rec ognized that de finitive regulations 
would not be fully ready for issuance in 60 days, but they expect 
interim regulations which will require some definite steps to be taken 
in this field while definitive regulations are worked out between now 
and the time Congress comes back. 

Mr. Mrapver. Could we assume this: That once this bill becomes 
law the Secretary will immediately for 60 days put a stop on any 
further separation or duplic ‘ation by some order couched in proper 
terms that will prevent any further duplication of supply facilities 
in the common-use-item field, while the definitive regulations are being 
formulated ? 

Mr. McNem. I would like to have him speak for himself, but I think 
I can assure you that it wouldn’t change during that period. 
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Mr. Meapver. You see, what I am afraid of is there is a possibility 
that the Secretary might simply adopt existing procedures as the 
regulations; and if he does, nothing has been accomplished by this 
provision. 

Mr. McNet. I don’t believe, sir, that is what you might expect, 
because if this action is completed by the Congress it clears up one of 
the points that troubled Mr. Forrestal for a long time, and, I believe, 
has also concerned Mr. Lovett. And that is: Just what does this more 
or less contradictory language in the act mean ? 

Mr. Bonner. Let me just ask you this: Under this would the regu- 
lations be approved by the Joint Chiefs of Staff? 

Mr. McNeu. No, sir, although it would be proper to request their 
comments, 

Mr. Bonner. Mr. Curtis ? 

Mr. Curtis. This, in your opinion, then, will clarify that one phase, 
will it not, of the unification ? 

Mr. McNett. I think that if the Congress determined that this was 
the right principle for the future it probably should be incorporated 
as part of the National Security Act and stated in so many words or 
legislative language. 

Mr. Bonner. Let me ask you this, Mr. McNeil: As this section (638) 
was orginally drafted, the Chairman of the Munitions Board assisted 
the Secretary in approving these regulations. Do you know why it 
was altered ? 

Mr. McNen.. Yes, sir. 

Mr. Bonner. Why was such language dropped, when the Munitions 
Board needs a little more muscle ? 

Mr. McNett. I think I know the reason for that change, sir. It is 
because the original language seemed to require that action be initiated 
from the Munitions Board. 

Under this language it may initiate from the Munitions Board, but 
it also permits initiation on the part of the Secretary or the agencies 
under the Secretary. 

Mr. Bonner. Where does your office participate under this legisla- 
tion, or does it participate ? 

Mr. McNew. Well, the rather broad outline of the duties in the 
comptroller field are set forth in permanent legislation, title [IV of the 
National Security Act. This does not conflict with that. As a mat- 
ter of fact, it may strengthen the things that have to be done properly 
to manage it from a fiscal standpoint. 

Mr. Brownson. Mr. Secretary, I am sure you are familiar with the 
medical test at Alameda; are you not? 

Mr. McNet. Yes, sir. 

Mr. Brownson. Was it your office that assisted in initiating that 
test ¢ 

Mr. McNew. I think the Munitions Board should have the credit 
for initiating that. I had a man work with them, but I think they 
should have the credit for whatever was accomplished. 

I might add, I think that, as a test to determine the military feasibil- 
ity, it is all right, but the system under which it is operating is not one 
which should be continued. If adopted, present duplication of paper- 
work should be discontinued and the function should operate under the 
stock-fund principle. 
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Mr. Brownson. Could you go a little further in that direction, Mr. 
Secretary? Will you evaluate the validity of that test? 

Mr. McNett. I beg your pardon, sir? 

Mr. Brownson. Could you go a little further in developing that 
thought that you just put forth and evaluate the validity of that test ? 

Mr. McNrim. Well, the competency or the feasibility of having an 
activity under the management control of the Army supplying the 
Pacific area with medical supplies can be proven by the operation, but 
the financing system under which the test is operating is not sound. 
I think it has to operate under a revolving or stock-fund principle, and 
then the operation from a procedural and management standpoint is 
feasible. I think there are two parts to the test; the part that I feel is 
being proven is that the facility at Oakland can supply the area. 

Mr. Brownson. Of course, our first objective was to establish a test 
that would determine whether or not the project was feasible. 

Mr. McNet.. In your committee report—I believe it is No. 17—you 
point out that certain things ought to be done because the Navy is 
carrying its property—that is, kee ‘ping title to its property— and trans- 
ferring to Alameda for issue. Such procedural steps should be dis- 
continued if the supply plan is adopted. 

If we are to continue with this operation the materials should be 
incorporated into a revolving or stock fund. Then, when materials 
are sent to Pearl Harbor, the Navy pays its bill for whatever it gets 
at the end of the month. 

The Oakland Supply Depot, if they get $1,000 worth of medical 
supplies, will pay the revolving fund. If the Marines get it at Camp 
Pendleton they pay their bill at the end of the month. That is all 
there is to it to get an integrated, well-managed, financially sound, 
simple operation. 

Mr. Brownson. Do you have information at the present time which 
would help you in evaluating a test, as far as the comparative costs 
are concerned ? 

Mr. McNett. No, sir; I haven’t, and when I inquired a week ago 
there were no figures available that I could get a feel of. Except for 
a possible showing as to reduced administrative expenses, I don’t 
believe you will get anything that will show any cheaper costs, sir, 
that would prove anything on over-all supply control and consump- 
tion, and that is where the real savings should be. 

Mr. Brownson. When that test closes on August the 31st, won’t 
it be possible to develop figures in retrospect that will establish a cost 
comparison, whether it is favorable or not, to the former method of 
handling medical supplies? 

Mr. McNett. It may be that you can get something on administra- 
tive costs, but I don’t believe that it will prove the whole idea, one 
way or the other, because supply administration is just half the prob- 
lem; and, as I mentioned a little while ago in the case of medical 
supplies themselves, they have never been kept under financial con- 
trol to this day except in the Navy, and then not involving a revolving- 
fund concept. 

The Navy will have their medical supplies under a revolving-fund 
account by July 1; in fact, starting today. The Army should have 
their medical inventories priced and under dollar control by January. 
Now, if that had been done before the Alameda operation I think we 
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would have gotten a better feeling of comparative total costs of the 
two systems. 

Mr. Brownson. In other words, we don’t actually have any total 
costs as to the Army and Navy operations of separate depots before 
this was started? 

Mr. McNer. Not that I would call completely satisfactory for com- 
parative purposes, 

Mr. Brownson. Would it be possible to even establish some figures 
on the basis of the total personnel involved before or after ¢ 

Mr. McNett. That is the way we would have to get the administra- 
tive cost figures, sir. 

Mr. Brownson. In that way could you establish a comparative 
cost ¢ 

Mr. McNett. But again in this case we are going to have a little 
distortion there because the Alameda Medical Supply Depot has in 
effect been taking the individual requisition that came into the Army 
depot and, after filling the order, sending it across to the Navy depot, 
where it is recorded in order to keep the integrity of their [Navy] 
financial accounting in shape while the test is on. 

Mr. Brownson. Then, it is going to be extremely difficult to get any 
kind of idea at all? 

Mr. McNew. We can get some feel, but I would like first to examine 
information which may be made available. 

Mr. Brownson. Is there anything that you could give us that would 
be helpful in our trying to estimate comparative costs? Could you 
give us anything as a guidepost? We are going out there sometime 
in August, you know. 

Mr. McNet.. I will try to get something for you, sir. 

Mr. Brownson. If you will do that, and Mr. Chairman, if it could 
be inserted in the record at this point, it would be very helpful to us 
when we go out there to Alameda to have the best estimate that you 
could arrive at as to a technique for comparing cost. It may result 
in a gross comparison, but at least it will give us a basis for comparing 
present and former operations. 

Mr. McNeu.. I will be glad to. 

(The document above referred to is as follows:) 

JuLy 11, 1952. 
Hon. Hersert C. BONNER, 
House of Representatives. 

DEAR Mr. BonNneER: When I appeared before your committee recently, Mr. 
Brownson asked me to suggest some technique by which the operations under 
the Alameda medical supply test conld be compared, on a gross basis, to former 
operations. I agreed to do this for the committee record. 

You will recall that I expressed the opinion that the real economies under 
such an operation could not be fully realized and evaluated until the supplies 
are financed under stock funds and paid for when issued for use; that the sav- 
ings in consumption of medical supplies under such a plan would be more signifi- 
eant than reductions in administrative costs. Of course, a comparison of both 
these elements cannot be made since medical supplies have not been fully ac- 
counted for in financial terms (in the Army) and we have just begun to install 
eur program of stock-fund financing in the medical-supply category. With no 
data available for comparison of supply matériel costs, we must be content with 
a comparison of administrative costs. 

The staff personnel working on the Alameda test, in collaboration with the 
personnel at the Army °nd Navy depots involved, have developed a cost and 
effectiveness measurement n, copies of which I am here transmitting for the 
information of your committee. In my opinion, this measurement plan makes the 
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maximum use of the data that is available and will provide us with a reasonably 
accurate comparison of administrative costs and effectiveness of operation. I 
invite your attention to the limitations of expense and effectiveness compari- 
sons that must be recognized, as set forth in the foreword and explanatory 
remarks. 

When the test period has been completed and the data assembled and evaluated, 
your committee will be furnished with copies of the report. 

W. J. McNEIL. 

Mr. Bonner. Mr. Secretary, do I gather from your statement that 
you are already prejudiced against the Alameda tests? 

Mr. McNenw. No, sir. 

Mr. Bonner. You said, with the revolving funds of the Navy and 
the Army there, you did not think it was going to accomplish—— 

Mr. McNem. No, sir; I did not mean to leave that impression. 
What I meant'to say was this. 

If, as a result of the Alameda test, it is proven—I use that word; 
it may not be exactly the right word—to a lot of people that it is 
feasible for that depot to supply medical supplies to Army, Navy, and 
Air Force in the area, that would be one point. 

Now, if it is proven feasible, then, instead of operating as they now 
are, the thing can be cleaned up so that it can operate much more 
efficiently by establishing it as a stock-fund operation. 

Mr. Bonner. That is the next step then after this test? 

Mr. McNett. That would be the next step. 

Mr. Curtis. It is operating under a Navy stock fund or has been 
in operation; has it not ? 

Mr. McNet. No, sir; the Navy has not carried medical supplies in 
the stock fund until today. 

Mr. Curtis. Oh, I see. 

Mr. McNer. All the Navy’s medical supplies the world over went 
into the stock fund July 1 and will be carried on a priced balance 
sheet. 

Mr. Brownson. Mr. Secretary, is there any reason why lead time 
for procurement of an item should necessarily be the basis for stock 
levels in depots ? 

What I am getting at is: Isn’t there a common fallacy in there? 
We talk about lead time when we think about producing a new truck. 
It may take them a year to get in production on that truck, and yet 
in World War II experience, if it is anything to go on, we probably 
won’t change the design of that truck fundamentally during the en- 
tire course of this present emergency situation. 

So, the lead time, once it is whipped, is a very long time compared 
to the time that it takes to get delivery on those trucks once the pro- 
duction lines are set up. 

Mr. McNett. Well, the subject of requirements is intimately re- 
lated. First, if the Armed Forces of the United States are to be 
able to move readily when necessary, to trouble spots, certain equip- 
ment has to be on hand. The question is how much. Now, if no one 
were making the item—let us go to some special item not of standard 
stock at the moment—if it were a special item and no one was making 
it, you should have enough on hand to keep whatever forces were in 
being and might be deployed fighting. That would be the minimum 
that you could get by with. 

Mr. Brownson. You have hit on a very good point there, Mr. Sec- 
retary, that disturbs us. When we were in Germany talking to the 
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Air Force, they showed us a chart as an example of their requisition- 
ing and depot-storage procedure. This chart was based on an Air 
Force unit which consumed one can of paint a day. 

Establishing the stockage levels in days of supply and the safety 
factors at eac h echelon all the way back, we came up with a figure, 
I think it was 335 cans of paint, that had to be in the supply line reach- 
ing from the United States over to Germany at all times, in order to 
give that unit one item of paint a day. 

If our Atlantic communications were cut off, we could conceivably 
procure enough on the Continent to keep us going for a little while 
until we could restore communications. 

That same emergency procurement would probably be true of many 
other items that we need. We find that the common supply-item sit- 
uation is so vastly different from the technical-item situation that our 
primary concern has been in that common-supply situation 

Mr. McNenz. Sir, his question of requirements is one of the tough- 
est, knottiest problems there is. I was here for a few minutes when 
Mr. Bedford was testifying. You asked him some questions about 
the Munitions Board. 

One of the jobs listed in the nine points that I think you asked be 
placed in the record was review of requirements. 

One of the reasons the Munitions Board has had difficulty is that it 
is difficult for Lieutenant Colonel Jones or Colonel Jones, of the Army 
or Air Force, or Commander Jones or Captain Jones, of the Navy, to 
review requirements which have been established by senior officers 
in their respective services. It is a very difficult situation, an unfair 
position in which to put this officer 

But the analysis of requirements is the heart of a great many of 
our problems, whether it is tools, facilities, budget, stock levels, supply 
systems, or warehousing. 

To my mind, we have tried desperately since June of 1950 to write 
criteria which could be translated into end-item requirements and 
come out with results that appeared reasonable and yet adequate. As 
much as we have tried, by the time it gets 50 feet away or a thousand 
miles away, the language could be translated into tremendous quan- 
tities. 

I would like to give you an example, if I may, of what happens to 
requirements on an item. May I go off the record ? 

(There was discussion off the record.) 

Mr. Brownson. This last part of this last statement I think could 
go on the record again. Would you repeat your last few remarks, 
Mr. Secretary / 

Mr. McNew. The computation of requirements today is a much 
more difficult task then it was during the war. That may sound 
strange, but at that time at least the planners had specific objectives 
and specific times for delivery to a specific point abroad. 

Somebody gave them a time, an estimate of what they would be 
up against, and at least you knew in what direction you were going. 

Today we have the problem that, if we produce considerable 
amounts this year, the stock levels get to a reasonable level, and you 
shut off production, the minute you shut off production your mobili- 
zation requirement goes up. 

If nobody is m: iking an item, you should have more on hand than 
if somebody is m: aking it. As long as they are producing X number 
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of tanks per month and the facilities and labor is employed and 
component lines are full, our requirement for mobilization reserve 
is much less than if plants are closed or reconverted. 

At the same time, in computing requirements at the present time, 
if we don’t get enough and hostilities broadened next year or next 
month, you are in trouble; so, really, to get a reasonable fix on re- 
quirements today requires the application of judgment and a lot of 
information from every angle by every item, because the 5-ton truck 
is an entirely different problem than a commercial half-ton truck as 
far as the difficulty to produce, the actual capacity and so forth. 

Mr. Brownson. Even after it is tooled up and in production ? 

Mr. McNe. Yes, but the main thing is keeping a line in produc- 
tion. If we can keep some of this production going even at a main- 
tenance level once we get reasonably well equipped to fight, then we 
don’t need as much on hand; but, if they ever lock up the factory 
or reconvert it, immediately we develop a requirement for equipment 
in storage, and how you arrive at an adequate but reasonable figure, 
is our real problem today. We have made some mistakes. 

Mr. Brownson. The experience that you cited is certainly a very 
good one. That develops exactly the same situation as I was dis- 
cussing in regard to paint. 

They were using all the safety factors all the way through the line. 
When you get your total, it is just astounding. 

Now, how can we get away from that on those common-use items ? 
That is our point—items which are normally in production in civilian 
life or items which are produced in civilian life so close to the mili- 
tary requirements that the change-over is a negligible proposition. 

Mr. McNeu. The first step in my mind is this: That in the case 
of gas masks, in the case of tanks, in the case of 5-ton trucks, you can 
take five or six hundred items and, because they are usually big units 
in themselves, you can get a reasonably good figure on inventories 
because they are not stored all over the world. 

You know they are assigned to units, and you know probably 6,000 
of this type of equipment are in possession of the troops. You have 
6,000 in storage and you can count on them if you have to. Then you 
‘an go look at your records and find what you have on hand. You can 
even think of the substitute items which will do. You can find what 
you have on order; you can take a look at how much money you have. 

You can do it on big items. say 

You can’t do it on bolts, nuts, paints, cans, brushes, and all those 
things that are scattered in every depot in the world unless—and I 
believe this very strongly—the Department of Defense and Congress 
must insist that we put such items under dollar inventory control and 
carry them that way. Then for the first time you can show people in 
this body—such as Mr. Curtis, who a few minutes ago very properly 
pointed out what appears to be low turn-over rate—the inventory situ- 
ation compared to consumption. There as a red flag and you want to 
find the trouble. 

When material is carried on the balance sheet by classes, then you 
can commence to evaluate your inventory, but you have got to carry 
dollar accounting for inventories to the base level to be sure the in- 
ventory iscomplete. Then you can commence to evaluate requirements 
on the vast number of small items. 
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Mr. Brownson. You made a statement a little while ago about these 
items being carried in large quantities at the depot. It seems to me 
that one of the fundamental difficulties here is arriving at the decision 
as to when you are going to store an item in a depot after going through 
the military chain of purchasing, distribution, and storage, and when 
you are going to buy the item through the civilian chain of distribution. 

We talked a little while ago about the windshield wipers. That is 
a good example, but to me it is absolutely fantastic for the Army to 
buy, perhaps 100,000 hammers, hoard them in a depot somewhere and 
ship those hammers out in a very expensive operation when your units 
are located where they have wholesale hardware establishments operat- 
ing right there who are able to ship and warehouse much more effi- 
ciently and at much less cost. Why not get our existing civilian dis- 
tribution to get those hammers to a point of use ¢ 

Mr. McNett. I think there is a field there that we haven’t exhausted. 
1 think that is true. It is hard to say just how far one should go, but 
I certainly would not close my mind to possibilities in that area. 

Mr. Brownson. In your calculations, what percentage does it cost 
you to carry your inventory in a depot, a month? You self-insure 
and you don’t have to pay taxes on the stock which cuts the figure 
from a normal civilian figure. 

Mr. McNetu. I don’t believe I can give you a figure at the moment 
that would be worth too much; but, because it is a thing that we are 
working on in many areas, I would like to look at it and try to both 
write you a note on it and put it in the record. 

Mr. Brownson. I would appreciate it very much, if you will, Mr. 
Secretary. 

Mr. Bonner. You will furnish that for the record ? 

Mr. McNet. Yes, sir. 

(The document above-referred to is as foliows :) 

The present systems of gathering data on supply costs do not produce any 
summary figures which can be compared with figures relating to commercial dis- 
tribution systems. When all common-use, standard stock categories are financed 
under stock funds, it may be possible to develop some figures which could then 
be compared with those for similar categories in business systems. Any com- 
parison must give consideration te such special military requirements as mobili- 
zation reserves, wider range of items, increased pipelines for overseas distribu- 
tion, special overseas packing and similar factors not normally found in com- 
mercial systems. It would also be necessary to allow for cost differences such 
as taxes, depreciation on equipment, interest on investment, and insurance, which 
are omitted under usual Federal costing practices. 

Mr. Brownson. Can you use the rule of thumb that a mail-order 
house developed, that roughly 1 percent a month represents the cost of 
carrying inventories / 

Mr. McNet. Frankly, I haven’t gotten that far yet, but I want to 
know that myself. 

Mr. Brownson. That would be an interesting figure. It would be 
especially interesting because it would supply the missing link nec- 
essary to determining how much more money you could pay a civilian 
distributor for merchandise delivered in small quantities than you 
would pay at a central purchasing point in quantity. When you take 
your distribution costs and your warehousing costs, and the deprecia- 
tion and the interest on the money involved and everything else, I 
think it will average out in favor of increased local procurement. 

Mr. McNem. A little while ago I mentioned—if you care to, I 
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might just give you a brief story on certain of the industrial-fund 
operations and what is being accomplished. 

Mr. Brownson. I would like to hear that very much. 

Mr. Bonner. Yes, but I had overlooked the fact I wanted to insert 
in the record the Alameda Medical Supply Test Report which the 
committee has recently issued on that subject. It is a factual report. 
The committee has come to no conclusions, but we want it in the record 


at this point. 
(The document above referred to is as follows 7 


[H. Rept. 2330, 82d Cong., 2d sess.] 


ALAMEDA MEDICAL SUPPLY TEST 
(Federal Supply Management) 


SEVENTEETH INTERMEDIATE REPORT OF THE COMMITTEE ON EXPENDITURES IN THE 
EXECUTIVE DEPARTMENTS 


LETTER OF TRANSMITTAL 


HOUSE OF REPRESENTATIVES, 
Washington, D. C. June 27, 1982. 
Hon. SAM RAYBURN, 
Speaker of the House of Representatives, 
Washington, D. C. 
Dear Mr. SPEAKER: By direction of the Committee on Expenditures in the 
Executive Departments, I submit herewith the Seventeeth Intermediate Report 


titled “Alameda Medical Supply Test.” 
Wititam L. Dawson, Chairman, 


SEVENTEENTH INTERMEDIATE REPORT 
Submitted by the Subcommittee on Intergovernmental Relations 


On June 27, 1952, the Committee on Expenditures in the Executive Depart- 
ments unanimously approved the report of the Intergovernmental Relations 
Subcommittee on the Alameda Medical Supply Test (Federal Supply Manage- 
ment). The chairman was directed to transmit a copy to the Speaker of the 


House. 
INTRODUCTORY STATEMENT 


In the summer of 1951 at Alameda, Calif., the Department of Defense under- 
took a test for unified distribution of medical supplies. This test was instituted to 
evaluate the feasibility of assigning to one military department the responsibility 
for distribution in the armed services of medical items and for their depot 
storage, issue, and maintenance. It should be stressed that the Alameda experi- 
ment is of a unique character in the field of unified military supply distribution. 
The Munitions Board was named to oversee the test (exhibit 3). Acutal opera- 
tions commenced on March 1, 1952 (exhibit 4E) with the Army Alameda depot 
receiving requisitions from all military services in the western part of the 
zone of interior and overseas, including the Korean theater. 

The subcommittee report on Federal Supply Management’ recommended 
that ‘“‘a realistic plan of cross servicing of medical supply should be initiated at 
once as an additional step toward integration in this field (medical supply field ).” 
In subcommittee hearings* which followed the issuance of this report, it was 
developed that as a result of a directive of the Secretary of Defense of July 17, 
1951, the medical supply field should receive immediate attention. 

Paragraph 5 (c) of the directive in this regard reads: 

“Priority study shall be given to the feasibility of assigning to a single military 
department the responsibility for procurement, distribution, including depot 


1H. Rept. No. 658, 82d Cong., 1st sess., p. 468. 
2 See hearings on Federal Supply Management (Military and Related Activities). 
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storage and issue for classes of common items of supply and equipment, and 
depot maintenance of such equipment. Medical supply items shall be the first 
category to be studied.” * 

The Department of the Army upon being assigned the responsibility for the 
test chose the Army medical depot at Alameda as the operating base. Mean- 
time, the Navy Oakland depot is being kept in stand-by status. 

To assure validity of conclusions reached in this test, the selection of Alameda 
not only provides a representative cross section of supply support for all three 
services in the Western States but, in addition, supplies Korean operations. In 
this way Alameda can demonstrate the effectiveness of supplying medical items 
to combatant elements. 

This experiment has an important bearing on future handling of medical sup- 
plies world-wide for, if successful, it can be extended to many other commodity 
classes. The Department of Defense has several other such commodity areas 
under study as a result of the Department of Defense directive of July 17, 
1951.* 

Medical distribution 

To sure adequate medical stocks for Navy needs during the test, the 
Alameda Army depot received 2,000 tons of medical items ($2.5 million value) 
from the Navy depot at Oakland. This is a 3-month supply requirement for 
the Navy. As needed, additional stocks will be transferred from Navy sources 
to Alameda. Under existing agreements Air Force is supplied from that installa 
tion also. Thus all three military services are made active participants in the 
unified test. 

Alameda has become a storage and issue point for a unified medical supply 
pipeline. The effectiveness of the test will be gaged by the adequacy of suppl) 
which the Alameda depot can render to military activities. In this connection, 
the subcommittee observed during its recent overseas study that personnel 
stationed abroad are not generally concerned whether supplies are issued from 
one depot or another or from one military department or another so long as 
requirements are met.® 

The medical supply test has key signficance in military supply organization 
and management. It can be a guide to handling many other common commodity 
classes. It may point a way to great savings for the taxpayer in material, space, 
manpower, and transportation. Moreover, it is important to note that if a form 
of unified distribution had existed during the first days of the Korean crisis, the 
heavy burden placed on Army facilities to furnish medical supplies for our 
Korean troops would have been eased since the Navy could have contributed 
more heavily to the common objective through existing facilities.” It is interest 
ing to note that during the period when the Army was having difficulty in obtain- 
ing medical supplies, the Navy depots had on hand large stocks for its own use. 
In fact, today the Navy total output from all depots has increased but slightly 
since the Korean outbreak. (See exhibits 2A and 2B.) 


Military medical depots 

In addition to Alameda, the Army has medical depots at Louisville, Ky.: St. 
Louis, Mo.; Atlanta, Ga.; and Schenectady, N. Y. ‘These installations have 
4,353,000 gross square feet of space operated, with volume on hand placed at 
84,907 tons as of December 31, 1951. 

The Navy has five medical depots. They are located at Edgewater, N. J.: 
Mechanicsburg, Pa.; Oakland, Calif.; Clearfield, Utah; and Spokane, Wash. 
Medical supplies on hand occupy 1,862,124 square feet of space totaling 49,645 
tons. (See exhibit 1.) During the last quarter of the calendar year 1951, the 


3 See exhibit 4B for full text of July 17, 1951, directive No. 250.01-1 

*See testimony of Gen. Joseph T. MeNarney, p. 189, and John D. Small, p. 214, Federal 
Supply Management Also testimony of Under Secretary of the Army Archibald S 
Alexander, Karl R. Bendetsen, Assistant Secretary of the Army, and Chairman John D 
Small in hearings on Federal supply management (textiles and clothing and ASPR con 
ference February 22 to March 11, 1952). 

° Brig. Gen. D. H. Alkire, Far East Air Force, Toyko, stated : 

“* * * ‘we don’t care how it is procured or how it is distributed to the theate We 
are asking here that the material enter the Air Force pipeline when it arrives in the the “ater 
That still permits the commander in chief of the command to divert his resources to any 
body that needs them in an emergency or times of distress. For a normal accomplishment 
of the mission we can be more effective if we have sole supply support 

* Testimony of Chairman Small before the subcommittee on March 11, 1952. See hear- 
ings on Federal supply management (textiles and clothing) (ASPR conference). 
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Army issued 14,187 tons of medical items from its depots with 84,907 tons remain- 
ing on hand at the end of that period.’ 

During this same quarter, the Navy issued 5,399 tons and had on hand 49,645 
tons at the end of that period.® 

Medical issuance from Army and Navy sources, therefore, amounted to 19,586 
tons in the last quarter of calendar year 1951. This indicates an average annual 
rate of issue of 78,344 tons. When the issue rate of tonnage is compared to the 
stocks remaining which aggregate 134,552 tons, it is evident that medical items 
available to the services in the aggregate indicate a 2-year supply on hand based 
on tonnage figures. It is likely that the items on hand are not properly 
balanced—some being in long and others being in short supply. -This may be 
accounted for since some residual stocks from World War II are carried in 
storage. Also éhanges in needs cause disuse and obsolescence. In addition, the 
services are stocking certain work reserves. 

A total annual issuance of 78,344 tons by the Army and Navy systems could be 
stored and issued from approximately 1 million gross square feet of space.’ 

An examination of storage and warehousing data indicates that the combined 
space operated by the military departments is 6,205,124 gross square feet. Assum- 
ing that stocks are not balanced perfectly and that additional space may be 
required for reserves and special circumstances, such as assembled storage field 
units, it is clear that at the rate of current issuance, the total of gross square 
feet allocated to the storage of medical items could be reduced. Of the medical 
depots cited, three could amply handle all military requirements based on ware- 
housing and geographical locations. For example: 

Gross square feet 


Alameda (Army) 4 677, 000 
St. Louis (Army) : P 1. 257. 000 
Edgewater (Navy) ~----- ih hinsictidn te ntadvinibbesin toad Mi ‘ shibredeiliteli 5387, 775 

SN ii Se a6 enti wbeaaicasinsisinctin 4 2, 471, 775 


If the Alameda test is capable of being extended throughout the United States 
appropriate reduction in the gross square footage space required from the 
approximate 6,205,124 gross square feet now occupied by the combined military 
departments if possible. The savings from this source are evident. (Govern- 
ment space is estimated to cost approximately $8 per square foot on the average.) 
This could be a decided improvement over the situation which the subcommittee 
high-lighted in a recent report.” The facts cited in that case are that naval 
activities at Pensacola, Fla., draw medical supply support from a Navy depot 
at Edgewater, N. J.—over 1,400 miles distance—despite the fact the same supplies 
are stocked at the Army medical depot, Atlanta, Ga. Similarly, the Army 
operation at Fort Dix, N. J., receives medical supplies from the Army depot 
at Schenectady, N. Y., although Navy stocks are located at the nearby Edgewater, 
N. J., Navy depot. This duplication in distribution practices and facilities exists 
in medical supplies and many other commodity areas within the Military Estab- 
lishment. It means overstocking valuable and critical supplies, excessive use 
of space, waste of manpower, and multiple cross-hauls with needless transporta- 
tion costs. 

At the west coast site selected for the medical test, the Army previously main- 
tained a medical depot at Oakland, Calif., with 344,000 square feet of storage 
space. Across the street the Navy had a similar depot with 535,000 square feet 
of space." The Alameda depot with 677,000 square feet of space replaces these two 
installations totaling 879,000 square feet of space. This represents a savings 
of some 200,000 square feet of valuable space. 

In the course of subcommittee hearings on Federal Supply Management,” 
the Alameda test was endorsed by the Under Secretary of the Army, Assistant 
Secretary of the Army, and the Chairman of the Munitions Board. These 
officials indicated that ample opportunity would be given to appraise the effective- 


™ This is an estimated 18-month supply based on tonnage. 

*This represents 2-year supply based on tonnage. (See appendix 2b and 2c.) 

* Using 35.19 square feet of space per ton as a factor, 28,400 tons could be warehoused at 
one time and a three-time annual turn-over would amount to over 80,000 tons. 

0H. Rept. 658, 82d Cong., Ist sess., June 27, 1951: “Federal Supply Management 
(Military and Related Activities) .” ; 

11 See pp. 476-479, Field Conferences on Federal Supply Management. 

14 See hearings on Federal Supply Management (Clothing Textiles and Footwear) (ASPR 
Conference), House Committee on Expenditures (82d Cong., 2d sess.), March 1952. 
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ness at Alameda. They as well as other Defense officials have expressed them- 
selves as believing that the test will be successful and capable of being applied 
across the Nation for medical items and for extension to other commodity areas. 

It is significant to note that the Navy considers medical supplies common-use 
items, and the Bureau of Supplies and Accounts, which is the common service 
agency for the Navy, is assuming full responsibility for the storage and distribu- 
tion of these supplies for the Navy.” 


Important aspects of single service procurement and distribution of medical 
items 

Medical items are a limited class. They comprise about 9,000 articles’ 
and are listed in a joint Army-Navy catalog which has been in use for some 
time.” All medical items are supplies by a few commercial producers. The 
production of these companies is based on a very rapid turn-over of stock with 
small reserves maintained on hand. These firms lead an almost hand-to-mouth 
production existence. In addition, this small group of manufacturers are the 
source of medical supplies for the Veterans’ Administration, Public Health Serv- 
ice, Federal Civil Defense Administration, other Federal agencies, and the 
civilian population. In view of heavy requirements and limited production 
capacity, it is expedient that we combine all Government requirements and 
match them against our productive capabilities. Thcse factors must be con- 
sidered if everyone is to be properly protected. Industry is entitled to know 
what demands will be placed upon it. 

Successful results of the Alameda test applied to common distribution points 
could conceivably reduce procurement requirements of the military departments. 
This could have the effect also of reducing over-all Government requirements 
and permitting the medical suppliers to phase production more evenly and 
cheaply. 


13 See subcommittee hearings of July 25, 1951, in Federal Supply Management, pp. 
1635-164: 

“Mr. BONNER. Does the Bureau of Supplies and Accounts procure and distribute medical 
supplies and equipment at the present time? 


“Admiral Fox. We are now working with the Bureau of Medicine and Sure: to take 
over the medical supply system of the Navy to integrate it with the Navy supp!) stem, in 
compliance with the directive of the Secretary of the Navy of February 1, I belies 

“Mr. KOEHLER. I would like to say in that connection, Mr. Chairman, that I s d that 
directive and I postponed the actual date of take-over, so the whole program could be 
phased in and the Bureau of Medicine and Surgery and the Bureau of Supplies and Accounts 


are now in the process of phasing that program 
“Mr. BONNpR. Can you give the basis upon which it was decided to combine these func- 
tions of S. and A.? 


“Mr. KoeHLer. On the basis that I firmly believe that the Navy should have a thoro 
integrated supply system in all phases The Bureau of Medicine and Surgery } I 
tained its own supply system. The matter came up for review by Secretary Forre 
in 1947, at which time he issued a directive saying for the time being the Bureat 
Medicine and Surgery should keep its own supply system 

“Mr. Bonner. Did you notice that one of our recommendations in our report was 
this line? 

“Mr. Koerner. After discussion in the Navy the matter was referred to the Muni 
Board and the Munitions Board approved the position that there should be that integra 
It was approved by Secretary Marshall and on February 1 the implementing directive 





issued Consequently, the Bureau of Medicine and Surgery supply system will b« 
over to the Bureau of Supplies and Accounts 
“Mr. BONNER. Do you consider medical items difficult to procure ? 


“Mr. KoenLer. I do not know I would have to ask Admiral Fox to answer that 
“Admiral Fox. This is going to be a question of ‘passing the buck.’ Admiral Fox does 
not know, either I have never purchased medical items. It has always been in the 


Bureau of Medicine and Surgery. 

“My personal opinion is that they are no different from other items, that they are not 
difficulty to procure I do not believe these pose any problem to us which is not inherer 
in any other item of supply. They are packaged medicines. We obviously will have to 
have technical advice where it is needed, but for packaged medicines and supplic I see no 
problem that is not presented in handling of other supplies 

“Mr. BoNNeER. Don't you feel that some of the ease of medical procurement can be 
subscribed to the existence of good specifications ? 

“Admiral Fox. Absolutely. 

“Mr. BONNER. Would you not say that any good basis for simplifying procurement can 
only be assured through the development of proper specifications ? 

“Admiral Fox. I agree with you wholeheartedly, sir It is when procurement comes 
down to human judgment of one person that we get into trouble 

“Mr. Bonner. Is it not a fact that proper development of specifications will permit 
qualified purchasing officers to obtain necessary supplies with a minimum required technical 
staff of assistants? 

“Admiral Fox. I do, sir.” 

% See p. 194, Field Conferences on Federal Supply Management. 

15 See pp. 476-479. Ibid. 
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SUBCOMMITTEE COMMENT 


It is not the intention of the subcommittee to prejudge the results of this 
experiment. On the other hand, it should be noted that medical supply has been 
studied by many reliable groups during the past few years. It is the general 
conviction of those who have studied the matter that unification in procure- 
ment warehousing and distribution is feasible and should be done. The 
development of a catalog and the standardization of the relatively few items 
make it comparatively simple. Preparations for the test were very slow in get- 
ting under way through the Secretary of Defense endorsed the program almost 
a year ago.” 

It can be anticipated that the operation and results of the Alameda experiment 
will receive considerable resistance from certain quarters as are any moves 
toward increased standardization and unification. Assurances from top Depart- 
ment of Defense officials indicate that the test will be given a fair trial. 
Numerous expressions have been made attesting to its possibilities for suc- 
Cess. 

It is the intention of the subcommittee to watch carefully and to observe on 
the spot any problem areas uncovered. After its conclusion—scheduled for 
August 31, 1952, the subcommittee believes that hearings and an evaluation of 
results should claim the attention of the Congress and the public. 

This is a program which deserves general support. The public should be 
made aware of its importance. It is a positive and forward looking step toward 
an operation capable of increased efficiency, effectiveness and reduced cost to 
the taxpayers. It points the way to strengthen defense at less cost. 


Responsiveness to command 

The subcommittee considers it pertinent to point out that it has taken a 
tremendous effort over a long period of time to get this test under way. 

The armed services have resisted any idea of unified “consumers logistics. 
Each service wants to control its own distribution system on the theory of 
“responsiveness to command.” This is one reason why the military have 
several hundred million feet of expensive storage space with very slow turn-over 
of stock and excessive inventories of common items.” Each desires to be in- 
dependent and have its own complete facilities regardless of the impact on 


” 


our resources, 
Standardization of forms, procedures, and systems 

The military services have different requisition forms which are being sent 
to the common depot at Alameda. This makes additional work and expense. 
The stock control systems of the services are not standard; this causes in- 
efficiency. The absence of standardization in numerous seemingly small things 
prevents necessary unification of larger matters.” 


Fund accounting 

The medical supply test has been made more difficult by the fact that the 
Navy keeps title to its stock which thus requires separate accounting. This 
is proving costly and time-consuming. The Comptroller of the Department of 
Defense and other fiscal and operating staff might well simplify cross-servicing 
by establishing stock or revolving funds for fast-moving, common items like 
medical supplies which are issued through common depots to several users. 


Space management 

The subcommittee experienced difficulty in obtaining reliable and comparative 
statistics on medical supplies and space used for storage by the military services. 
In fact, different figures were obtained from different sources in the Pentagon 
on identical subjects. 

It is strongly recommended that the Secretary of Defense standardize forms 
and procedures for space management and prescribe uniform definitions of terms 
and establish uniform standards as for example “number of cubic feet per 
ton,” ete. 


™ See p. 5, Federal Supply Management. Also appendix 4 which contains policy and 
planning documents relating to the test 

17 General Eisenhower considers this to be “one of the oldest and most fallacious of 
shibboleths.” See also p. 19 of H. Rept. 1994, 82d Cong., 2d sess., for discussion on 
‘responsiveness to command” relative to unified commands 

18 See exhibit 5 for statistics prepared by Hoover Commission Task Force on the Federal 
Supply System 

19 See p. 20 of H. Rept. 1994, 82d Cong., 2d sess. 
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Commercial concerns reduce overhead by using space, which is worth several 
dollars per square foot to the maximum. They often obtain 10 or 12 or more 
turn-overs of stock annually. This is not so in Government-owned space where 
even common stocks don’t turn once a year. The subcommittee believes that 
millions of feet of warehouse space owned by the military could, through better 
management, accommodate many times the present issue of common-use items. 
More demand and better merchandizing are required to get increased turn-over. 

Economical use of valuable space will greatly reduce the need for more public 
works for warehouses. 

Stocking leveis 

It should also be borne in mind that it is expensive to hold an inventory. 
Direct deliveries from supplier to user will obviate the need for depot space. 
Also more realistic production scheduling will reduce high stocking levels. The 
fact that production time may be 6 months does not mean that a 6-months depot 
stock is required. Planned delivery schedules will periodically bring into the 
pipeline the amount that is used during the period. Deliveries can come into the 
pipeline on contract terms as may be required. 


APPENDIX 
ExHreir 1 


All medical depots * 

















ARMY 
Tonnage Gross square feet of space operated 
Depot Dees. | ea Ter SET 
1951 Warehouse Shed oe i Total 
improved | 
Louisville. ...... are OSs 24, 759 1, 732, 000 173, 000 712, 000 2, 617, 000 
St. Louis__..- on is al 29, 373 | St = 6¢0 OY See as ; e: , 257, 000 
Alameda pa : z 15, 570 677,000 |.....- val Leto DS: 677, 000 
Atlanta : vous 9, 484 307,000 |.....-- aia a 459, 000 
0 EE SS 5, 721 380, 000 ; 152, 000 380, 000 
ee 84, 907 4, 353, 000 173, 000 864, 000 5, 390, 000 
NAVY 
Edgewater Ba? i ee oe a 15, 268 537, 775 |...- - 14, 074 551, 848 
Mechanicsburg... " iWtacmenieg 7 376, 803 |...... . Seen 376, 80° 
Oakland ___.. PALER Bedi. 13, 226 479, 007 |... J 12, 000 491, 007 
Clearfield ees ofa 9, 829 354, 662 |.....- ere ee 354, 662 
See PPIs eR 3, 375 113, 877 13, 877 
En cnnnndiomeas amined 49, 645 1, 862, 124 |... ‘ 26, 074 1, 888, 198 
SE Si ccdecnsmedewenia 134, 552 6, 205, 124 173, 000 890, 074 7, 278, 198 
ExHIsBit 2A 
Medical supply data, Army and Navy depots* 
Tonnages 
Calendar year quarter In Out On hand 
ending 
Army Navy Army Navy Army Navy 
pS es 6, 816 4, 676 7, 301 4,690 72, 771 40, 488 
 % > seer 8, 824 5, 476 11, 543 5, 334 70, 052 40, 630 
Se, GR 002 cuewoedeene 12, 375 3, 488 | 15, 120 4.160 67, 307 39, 958 
TE Ee ee 15, 382 5, 898 13, 440 5, 426 69, 249 40, 430 
June 30, 1951............. debits 15, O82 7, 658 15, 286 6,174 69, 045 41,914 
DONS. BB, TOOL. -cccccccce one 19, 120 8, 167 13, 305 4, 705 74, 860 45, 376 
EEE BE, Gcanansnbebsesadans 24, 234 9, 668 14, 187 5, 399 84, 907 49, 645 
CRN lar ene ev 101, 833 45, 031 90, 182 | eevee siete 


1 As of last comparable period (Dec. 31, 1951). 
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Exursit 2B 
Medical supply data by depots (Navy) by quarters 
[Tons] 
SHYOS. Se CeaIOT Th | / 
| Edgewater | Mechanisburg Oakland 
Calendar year quarter 7 es a ae 
ending— oO | 
n | On On 
In Out hand | In Out hand In Out hand 
| 13, 136 2, 838 | 7, 255 
June 30, 1950___- 2, 486 3,069 | 12, 553 1, 233 | 193 3, 878 950 | 662 7, 542 
Sept. 30, 1950. - 2,494 | 1,442 | 13, 605 924 | 208 | 4,594 | 2,058 | 1,951 7, 655 
Dec. 31, 1950 1,788 | 1,540 | 13, 853 282 322 | 4,554) 1,404] 1,411 7, 647 
Mar. 31, 1951___- 2,153 | 1,631 | 14,375 873 517 | 4,910 | 2,869] 1,847 8, 664 
June 30, 1951. 2,350 | 2,022 | 14,703 | 1,387 615 5,682 | 3 3,017 | 10,374 
Sept. 30, 1951. 2,348 | 1,808 | 15,243 | 1,654 865 | 6,471 2} 1,472] 12,24 
Dec. 31, 1951 2, 211 2,186 |'15, 268 | 2,117 641 | ' 7,947 7 1,985 | 113, 266 
- | - — _ - = = - _ - - —_— - ——— 
Total 15, 830 | 13, 698 | 8, 470 3, 361 17, 314 | 11, 345 
Clearfield | Spokane otal 
Calendar year quarter - ene ant Gee RE Uae mannan 4 
ending— | 
On On | On 
( 
In Out hand In Out hand | In jut hand 
12, 297 4, 974 40, 502 
June 30, 1950 7 696 | 11, 608 0 70 4, 904 4, 676 4,690 | 40, 488 
Sept. 30, 1950_- 0 1, 405 | 10, 203 0! 328 4. 576 5, 476 5, 334 40, 630 
Dec. 31, 1950 14 760 | 9, 457 0 127 | 4,449] 3,488 | 4,160! 39,958 
Mar. 31, 1951 3 | 1,262) 8,198 0 | 169 | 4,280} 5,898 5,426 | 40,430 
June 30, 1951. 197 768 7, 627 0 752 3, 528 7, 658 6,174 41,914 
Sept. 30, 1951 823 430 | 8,020 0 130 | 3,398 | 8,167! 4,705 | 45,376 
Dec. 31, 1951 2, 373 564 | 19,829 0 23 | 13,375 | 9,668 | 5,399 | 1 49, 645 
Total 3, 417 5, 885 0 1, 599 45,031 | 35, 888 


1 Calculated Dee. 31, 1951. 








ExHIBIT 2C 


Medical supply data by depots (Army) by quarters 








[Tons] 
Louisville St. Louis Alameda 
Calendar year quarter RN —— 
ending— | 
= On yn yn 
i] ( ( ) 
Ir ut band In ut hand In Out hand 

June 30, 1950 1, 206 700 | 21, 564 1, 065 1, 957 2, 827 2, 679 8, 928 

Sept. 30, 1950 1, 482 940 | 22,106 1, 507 3, 549 4, 092 4,112 8, 908 

Dec. 31, 1950 2, 839 2,812 | 22,133 3, 648 4,194 2, 971 4, 603 7, 276 

Mar. 31, 1951 1, 689 2,133 | 21,689 | 4,129 3,675 4, 635 3, 585 8, 326 

June 30, 1951 3, 554 3,340 | 21,903 3, 483 4,149 4,373 3, 635 9, 064 
Sept. 30, 1951 3, 630 1,792 | 23, 741 4, 046 3, 446 6, 638 $, 962 11, 740 i 
Dec. 31, 1951 3, 183 2,165 | 24, 759 7, 100 3, 434 7, 946 4.116 15, 570 
Total 17,583 | 13, 882 24.978 | 24, 404 33, 482 | 26, 692 
po — ———————— a — — ——————— 
Schenectady Atlanta Total r 
Calendar year quarter — - _ | ] 

ending— | 
On yn On ' 
Cc ) 6) 

In ut hand In Out hand In ut hand 
sani LTE ER ONS aia ‘ " = I 
June 30, 1950_. 728 931 4,115 990 1,034 | 10, 257 6, 816 7, 301 72, 771 ] 
Sept. 30, 1950 R86 1, 219 3, 782 857 1,723 9, 391 8,824 11, 543 70, 052 1 
Dee. 31, 1950 1, 974 1, 826 3, 930 943 1, 685 &, 649 | 12,37 15, 120 67, 307 . 

Mar. 31, 1951_._- 2, 995 2, 322 4, 603 1, 934 1, 725 8,858 | 15,382 | 13, 440 69, 249 
June 30, 1951_- 1, 849 2, 406 4, 046 1, 823 1, 756 8, 925 | 15,082 | 15, 286 69, 045 ] 
Sept. 30, 1951 2, 936 2, 322 4, 660 1, 870 1, 783 9,012 | 19,120 | 13,305 74, 860 1 

Dec. 31, 1951 3, 661 2, 5, 721 2, 344 1, 872 9,484 | 24, 234 | 14, 187 84, 907 


Total 


10, 761 


11, 578 
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ExuHIsitT 3 


Exhibit 3—Policy and planning documents, medical and dental group, supply 
systems study project, may be found in the appendix of the hearings held Febru- 
ary 22, 27, 28, March 5 and 11, 1952, by the Intergovernmental Relations Sub- 
committee of the House Committee on Expenditures in the Executive Depart- 
ments, on Federal Supply Management (Textiles and Clothing) (ASPR Con 
ference). 


ExHisit 4A 


THE SECRETARY OF DEFENSE’S MEMORANDUM OF May 31, 1951, ON PROGRAMING 
MILITARY PROCUREMENT AND RELATED MATTEKS 


Memorandum for: The Secretary of the Army. 
The Secretary of the Navy. 
The Secretary of the Air Force. 
The Assistant Secretary of Defense (Comptroller). 
The Assistant Secretary of Defense (Manpower and Per- 
sonnel). 
The Chairman, Munitions Board. 

The purpose of this memorandum is to cover the action required to insure that 
the objectives of the President’s statement of April 27, 1951, a copy of which is 
enclosed, are attained. After consultation with you, it has been determined that 
the action herein outlined will serve to achive the desired result and, by letter 
today, the President is being so advised. 

Under existing conditions, the military departments have accepted as con- 
trolling military procurement the principle that once the approved active forces 
are raised and modernized and current operating stocks are on hand, maximum 
feasible reliance will be placed on continuing expansible production rather than 
on reserve stocks of end items. 

Accordingly, the basic objective of the military procurement program will be 
to supply to the services the material and equipment required for the timely 
accomplishment of their respective missions. In doing so, procurement and 
delivery of all items must be scheduled in a carefully planned and balanced man- 
ner to meet the actual service needs. At all times the present and future pro- 
ductive capacity of industry must be given full consideration and plans must, 
among other things, provide for the maintenance of production lines, and where- 
ever possible, when computing requirements, take into account the rapid expan- 
sibility of these lines. 

With the greatly increased program levels, it is now necessary that immediate 
steps be taken to improve existing procedures and systems in the areas treated 
in this memorandum. 

To that end, therefore, the addressees will immediately implement the provi- 
sions of the succeeding paragraphs. 


A. PRODUCTION SCHEDULING-——-HARD GOODS 


The presently required submission of planned production schedules of hard 
goods to the Munitions Board for 50 percent of the total dollar value of military 
procurement of hard goods will be broadened to include 75 percent of the total 
dollar value of such procurement. These planned schedules, supported by 
justifications to the extent requested, will be submitted to the Munitions Board 
for approval. In the event that circumstances may cause continued variations 
or require major changes in approved schedules, revised schedules will be sub- 
mitted for similar action. 

Approved schedules will be adhered to in all procurement operations, and in 
all funding operations in support thereof—allowance being made for minor 
month-to-month differences between planned production rates and actual delivery 
rates thereunder. It is understood that production schedules must be acted 
upon promptly after submission to prevent delay. The items for which schedules 
will be submitted will be stated in an “item list” by the Chairman of the Munitions 
soard under separate memorandum, together with detailed instructions as to 
forms, procedures, and time of submission. 
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The criteria set forth below will be met by the military departments in the 
preparation of all such schedules. The staff of the Munitions Board will review 
such schedules for compliance with these criteria and will effect, with the military 
departments, any adjustments required, and differences which cannot be resolved 
under these procedures will be referred to the Munitions Board for resolution. 

In addition, these schedules mentioned above will concurrently be submitted 
to the Assistant Secretary of Defense (Comptroller) for review and approval 
from a budget and fiscal standpoint and he will effect, with the miiltary depart- 
ments, any adjustments required from such standpoint. 

The criteria are— 

(a) Schedules must be realistic. 

(b) An orderly procurement program is essential to minimize severe un- 
necessary jolts on the economy. In this connection, attention is invited to 
the fact that funds have been provided in budget estimates to care for de- 
liveries of long lead-time items extending at least through December 31, 
1952. Items should be scheduled accordingly, schedules should not be short- 
ened and rates of production should not be increased except where specifically 
justified and approved. 

(c) Where items are related, the scheduling of the easier-to-get items 
should conform to that of the more difficult. 

(d) In preparing planned production schedules, the quantities scheduled 
may be projected as far ahead as desired but shall at least be projected to 
cover ail hard-goods procurement programs financed or to be financed from 
appropriations, replacing accounts, approved and proposed MDAP programs, 
and appropriation estimates as submitted by the President to the Congress. 
Hard-goods procurement financed from revolving funds shall be scheduled 
at least through fiscal year 1953. 

(e) Each military department in determining requirements will do so in 
sufficient detail to identify requirements for initial equipment, combat and 
peacetime usage, pipelines and war reserves, and take into account inventory 
position and matériel on order. In the preparation of planned production 
schedules to meet such net requirements, each department will give con- 
sideration to the potential capacity of projected lines. 

(f) In addition to carefully planning production schedules within major 
programs in accordance with criteria set forth herein, the several programs 
of the three services must be interrelated one to the other and modified 
where necessary if the composite produces a requirement for materials, man- 
power, or other resources in excess of availability. The responsibility for 
such interrelation of the several programs and the authority for necessary 
modifications rests with the Munitions Board based upon the military 
guidance of the Joint Chiefs of Staff. 

Hard-goods procurement, the schedules for which are not required to be sub- 
mitted to the Office of Secretary of Defense, will be controlled within the military 
departments in a manner substantially the same as set forth above. 


B. SOFT-GOODS PROCUREMENT 


It is essential that certain criteria be established to insure orderly procurement 
of the so-called soft goods. Such criteria are prescribed in the following para- 
graphs and will be applied immediately. 

(a) Soft goods will be planned (or scheduled) for procurement only at 
the rate required to meet established military requirements and in such 
a manner that, wherever practicable production peaking will be avoided by 
the spacing of deliveries. 

(b) For items of soft goods for which the total fiscal year 1952 military 
procurement objective, including MDAP needs, exceeds 2 million dollars, for 
any one military department, no more than one-third of the procurement 
objective for the year shall be contracted for delivery during any single 
quarter. In those cases in which the seasonal character of procurement, 
combat needs, or similar considerations indicate the desirability of contract 
delivery beyond these limits, such deviations will be authorized by the pro- 
curement secretary of the appropriate military department. 

(c) Procurement of soft g6ods must be phased with deliveries of related 
items. Procedures will be developed for periodic review and revision within 
each military department of the procurement plans (or schedules) for soft- 
goods items to insure that basic changes in schedules of hard-goods end items 
are followed by corresponding changes in procurement plans for related soft- 
goods items. 
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The Assistant Secretary of Defense (Comptroller) and the comptrollers of the 
three military departments, will make use of apportionment and reapportionment 
procedures to effect conformity with the spirit of the limitations outlined above. 
Where production schedules have been prepared and approved, apportionment 
of funds in support thereof will automatically follow. 

The Munitions Board, in addition to having responsibility for periodic review 
of progress on production schedules approved by them will have responsibility 
for the periodic audit and review of planned production schedules approved 
within a military department for hard-goods items for planned procurement of 
soft goods, and of procurement practices at all procurement levels. 

In application of the foregoing criteria procurement and fiscal personnel of each 
military department will take such action as may be required to disseminate the 
principles involved throughout their respective departments. Further, all pro- 
curement and fiscal personnel must be enjoined to bring to the attention of higher 
authority within each military department any instances in which they believe 
quantities or delivery schedules are of such character that they may or will have 
severe impact upon the industry involved. 


C. RELATIVE URGENCIES 


The system established within the Department of Defense for determining 
relative urgencies between military programs must be continued and also must be 
kept under continual review by the Munitions Board to insure its effective oper- 
ation. Changes must be made immediately where necessary for improvement. 
The system must continue to provide for Joint Chiefs of Staff guidance on the 
basis of which Munitions Board implementation of an urgency program is effected. 


D. INVENTORY CONTROL 


The Munitions Board in conjunction with the Office of the Assistant Secretary 
of Defense (Comptroller) will provide for effective review of the methods and 
adequacy of the’ inventory control systems and procedures maintained by each 
military department. The objectives of this review will be to determine that— 

(a) Inventories are properly considered in the computation of “net” 
requirements and prior to buying. 

(b) A proper balance exists within each military department between 
the supply of and demand for individual end items of matériel. 

(c) Inventory levels are sufficient to insure an ability to furnish supplies 
to the combat and service components of the respective departments in 
sufficient quantity, where needed, and in time. 

(ad) Supplies may be furnished on a cross-serving basis as desirable or 
necessary by any department to the combat and service components of the 
other departments. 

(e) Inventory control information is available in sufficient detail to show 
the current stock position and the rates of current and anticipated depletion 
for the purpose of determining the criticality to the national defense of a 
threatened or existing labor dispute. 

(f) As a long-term objective the military departments will develop and 
implement uniform policies and procedures for inventory control and in- 
ventory systems where uniformity is feasible and necessary or required for 
conformance with the provisions of section 401 of the National Security 
Act amendments of 1949 (Public Law 216, Sist Cong.). 

The Munitions Board and Assistant Secretary of Defense (Comptroller) 
will render regular reports as to the status of the foregoing program. 


E. MILITARY PETROLEUM PROGRAM 


The Department of Defense policy is confirmed that procurement of petroleum 
products will be programed in direct relation to the requirements of the operating 
forces, including approved reserve stocks, GARIOA, MDAP, and other govern- 
mental program requirements handled by the military departments. In order to 
provide proper implementation of this policy, the Munitions Board, utilizing the 
Munitions Board Joint Petroleum Committee, will require regular reports from 
the departments. Based upon this data, the Munitions Board will insure that the 
military petroleum procurement programs are in consonance with the announced 


policy. 
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F. CONTROL OF CERTAIN SPECIAL PROCUREMENT PROGRAMS 


The President's statement specifically mentioned necessity for control of cer- 
tain major special procurement programs such as facilities, hand tools, lumber, 
petroleum, wool and cotton goods. Among the commodities listed, hand tools, 
lumber, and subsistence, and a major portion of wool and cotton goods are subject 
to single service procurement, and petroleum is subject to joint procurement 
To a large extent, adequate controls of such programs are prescribed under the 
section above devoted to production scheduling. 

The Munitions Board and the Assistant Secretary of Defense (Comptroller) 
will, however, create committees to examine the programing and procurement 
procedures for each of the commodities mentioned above. sased upon the find- 
ings of these committees, the Munitions Board and Assistant Secretary of Defense 
(Comptroller) will take the action necessary to insure that the controls are 
adequate. 

G. MACHINE-TOOL PROCUREMENT 


The three military departments will make maximum utilization of their equip- 
ment reserve of machine tools and production equipment to meet their current 
requirements and before initiating procurement of such items. 

It is recognized that the demand for machine tools will substantially exceed the 
supply. The responsibility for allocating machine tools to the military depart- 
ments rests with the Munitions Board. In making alloctaions, the Munitions 
Board will give full consideration to the requirements of the military departments 
for machine tools to meet their respective needs, and to instances where the un- 
availability of machine tools will force a delay in one or several programs, based 
upon the military guidance of the Joint Chiefs of Staff. 

It is to be recognized that machine tools are being procured to meet the require- 
ments of current production and to establish tooled production lines with capacity 
in excess of current needs. The highest priority is to be given to the requirements 
of the military departments for current production needs and the secondary 
priority to the machine tool requirements for the so-called excess capacity. 


H. GENERAL 


Control of military public works (construction) program will be covered in a 
separate memorandum. 

Estimates of total manpower requirements to support military production 
programs will be provided the Assistant Secretary of Defense (Manpower and 
Personnel) by the Munitions Board on the basis of broad production programs. 

Each military department will report on the progress of major production pro- 
grams to the Chairman of the Munitions Board, and will advise him of. any 
important deficiencies or bottlenecks in any procurement program furnishing at 
the time all pertinent information relating thereto so that necessary action may 
be taken to: assist the military departments either directly or through other 
defense agencies. Where manpower shortages or labor disputes are the cause 
of delays or interruption in production the military department will provide 
a list of the particular plants involved, their location, with indication of the 
problem in each instance, and remedial steps already taken by the procurement 
agency or the Armed Forces regional council at the local level. The Chairman 
of the Munitions Board will provide such manpower information to the Assistant 
Secretary of Defense (Manpower and Personnel) for such action as may 
be appropriate. 


Exuisir 4B 
JULY 17, 1951. 

Memorandum for: The Secretary of the Army. 

The Secretary of the Navy. 

The Secretary of the Air Force. 

The Joint Chiefs of Staff. 

The Chairman, Munitions Board. 

The Chairman, Research and Development Board. 
Subject: Basic policies governing the Department of Defense supply system. 

1. The memorandum from the Secretary of Defense, subject: Department of 
Defense supply system, dated November 17, 1949, established basic policy for the 
development of a Department of Defense Supply System and assigned responsi- 
bility to the Munitions Board for developing the system. This directive was con- 
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curred in by the Joint Chiefs of Staff, and the military departments with respect 
to its implementation. 

2. The purpose of his directive, therefore, is to clarify and amplify the basic 
policies which are to govern the operation of the supply systems in the military 
departments and to delineate more clearly the delegation of authority and the 
assignment of responsibility among the Munitions Board, the Joint Chiefs of 
Staff, and the military departments. 

3. The basic policies of the Department of Defense governing the operation of 
the supply systems of the military departments have been and shall continue to 
be based on the declaration of policy contained in the National Security Act of 
1947, as amended, which reads in part: “* * * to provide for the establishment 
of integrated policies and procedures for the departments, agencies, and functions 
of the Government relating to the national security; to provide three military 
departments, separately administered, for the operation and administration of 
the Army, the Navy (including naval aviation and the United States Marine 
Corps), and the Air Force, with their assigned combat and service components; 
to provide for their authoritative coordination and unified direction under civil- 
ian control of the Secretary of Defense, but not to merge them; to provide for 
the effective strategic direction of the Armed Forces and for their operation 
under unified control and for their integration into an efficient team of land, 
naval, and air forces * * #*,” 

4. Accordingly the basic policies of the Department of Defense which shall 
govern the development and operation of the supply systems of the three military 
departments are: 

(a) Each of the military departments shall operate and maintain a supply 
system and shall be responsible for the supply support of its own forces, except 
when such support is otherwise provided by specific agreements or assignments 
at force, theater, military department, or Department of Defene level. 

(b) The supply systems developed shall be such that the combat efficiency of 
the armed services as a whole is the most effective which can be obtained within 
the limits of available personnel, funds, matériel, and legislative authority, and 
the procedures and methods of operation for the system of supply practicable for 
war will govern techniques used in time of peace. 

(c) Uniform policies, standards, and procedures shall be developed to the 
extent necessary and feasible to effectively coordinate military supply operations 
in order to maintain or increase effective support of military operations and pre- 
vent unnecessary duplication or overlapping among the serviees, and to insure the 
maximum conservation and utilization of matériel and manpower resources. 

(d) Cross, joint, or common servicing as defined in the Joint Chiefs of Staff 
Dictionary of United States Military Terms for Joint Usage shall be effected 
whenever such action will result in maintaining or increasing the effectiveness 
of support of military operations and will also eliminate unnecessary overlapping 
and duplication among the services. 

(e) Single procurement in the form of single department, joint (agency) or 
plant cognizance shall be effected whenever such action will effectively suppurt 
military operations and will result in the elimination of unnecessary overlap- 
ping and duplication of manpower, facilities, and operations in the procure- 
ment field. 

5. As part of the implementation of the above basic policies, it is specifically 
desired that: 

(a) Any expansion of the existing supply systems for the procurement and 
distribution of classes of common items of supply, not already agreed upon, shall 
be made by a military department only if in consonance with paragraph 4 (b) 
above and if approved by the Secretary of Defense. 

(b) To the extent feasible and not already accomplished within each military 
department, responsibility for procurement and distribution of common classes 
of supply, Including technical items, shall be assigned to a single (but not neces- 
sarily the same) technical service, bureau, or command. 

(c) Priority study shall be given to the feasibility of assigning to a single mili- 
tary department the responsibility for procurement, distribution, including depot 
storage and issue for classes of common items of supply and equipment, and depot 
maintenance of such equipment. Medical supply items shall be the first category 
to be studied. 

(ad) The Munitions Board in conjunction with the military departments shall 
immediately initiate the actions required to insure that (1) common administra- 
tive supplies and equipment are purchased through General Services Administra- 
tion to the maximum extent practicable, (2) requirements for such items are 
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accurately determined and furnished to the General Services Administration 
sufficiently in advance to permit that agency to do planned and intelligent buying 
and stocking. 

6. The Munitions Board shall have primary responsibility for initiating, 
coordinating, interpreting, and establishing priority for all actions required by or 
in collaboration with the military departments to implement the basic policies 
set forth above. 

7. The Joint Chiefs of Staff shall be responsible for fully cooperating with and 
advising the Munitions Board in this effort. This action by the Joint Chiefs of 
Staff will have as its primary purpose assuring that supply policies, standards, 
and procedures developed by the Munitions Board in conjunction with the military 
departments are in full accord with approved joint strategic and logistic opera- 
tional plans, related logistic and mobilization plans, and logistic assignments made 
in accordance with such plans. The Joint Chiefs of Staff will review the proposed 
system or elements of the system as they are developed for the purpose of deter- 
mining whether or not such a system will effectively support military operations. 

8. The Assistant Secretary of Defense (Comptroller), shall be responsible for 
fully cooperating with and advising the Munitions Board in the studies and actions 
outlined in paragraph 5 above to the end that adequate fiscal systems and pro- 
cedures are developed to make feasible such supply policies and procedures as 
may be approved for implementation. 

9. The Secretary of each of the military departments shall be responsible for 
taking all actions required to produce and optimum coordination and effectiveness 
of supply operations within and among the military departments and all other 
agencies of the Department of Defense and for insuring that the fullest coopera- 
tion is extended to the Munitions Board, the Joint Chiefs of Staff, and other 
agencies of the Department of Defense in the implementation of the basic policies 
set forth above. 

10. If, in the implementation of this directive, there arises disagreements 
which cannot be settled at the level of the Munitions Board or the Joint Chiefs of 
Staff the matter will be referred to me. 

11. Previous policy directives, with respect to Department of Defense supply 
systems, except where inconsistent with the provisions of this directive, shall 
remain in full force and effect. 

12. Beginning September 1, and quarterly thereafter, the Munitions Board will 
submit a report of the actions taken with respect to paragraphs (5) (c) and (d), 
and the military departments on actions taken with respect to paragraph 5 (bd). 

Rospert A. LOVETT, 
Acting Secretary of Defense. 





Exnuinit 40 
9 August 1951 
Number 250.11-2 


DEPARTMENT OF DEFENSE DIRECTIVE, WASHINGTON 25, D. C. 


Title: 250 Supply Management. 
Subtitle: 11 Matériel Control. 
Number : 250.11-2 Supply Systems Study Project. 

1. The purpose of this directive is to establish a Department of Defense 
Supply Systems Study Project which is designed to facilitate (1) the implemen- 
tation of that portion of my directive of 31 May 1951, which requires the Muni- 
tions Board, in conjunction with the Office of the Assistant Secretary of Defense 
(Comptroller), to provide for effective review of the methods and adequacy of 
the inventory control systems and procedures maintained by each military 
department, and (2) the implementation of my directive of 17 July 1951 which 
clarifies certain Department of Defense supply management policies. 

2. Accordingly, the basic purpose of the Department of Defense Supply Sys- 
tems Study Project will be to develop and recommend such changes to existing 
organizations, policies, standards, and procedures governing the supply opera- 
tions within the Department of Defense as will maintain or increase military 
effectiveness and produce the optimum efficiency and economy of these supply 
operations from the initial requirements and resources planning stage to final 
consumption or other disposition. 

8. In accordance with paragraph 7 of the 17 July 1951 directive of the Acting 
Secretary of Defense (Department of Defense Directive No. 250.01-1), the Joint 
Chiefs of Staff will review the proposed system or elements of the system as they 
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are developed for the purpose of determining whether such a system will effec- 
tively support military operations. Similarly, in accordance with paragraph 
8 of the directive, the Assistant Secretary of Defense (Comptroller) will coop- 

erate with and advise the Munitions Board in these studies. 
4. The inclosure outlines in further detail the plan approved for this Project. 
It is my desire that this Project be given priority attention and your full support. 

Rosert A. Lovett, Acting Secretary. 
Inclosure, 1, 

9 August 1951 
250.11-2 


DEPARTMENT OF DEFENSE SuppLty SystTeEMS Stupy PROJECT 
I. SCOPE AND APPROACH 


The Department of Defense Supply Systems Study Project will encompass the 
examination of the organization, policies, standards, and procedures governing 
the supply systems of the military services within the United States and over- 
seas. In carrying out the Project work, when categories of matériel are selected 
for study they will normally be selected from the Standard Matériel Category 
Grouping System approved by the Munitions Board on 7 September 1950. For 
each of the typical categories of riatériel selected, detailed examination will be 
made of the policies, standards, and procedures governing the functions of re- 
quirements computation, procurement, distribution and redistribution, main- 
tenance, budgeting and financing. Examination also will be given on a priority 
basis to the feasibility of assigning to a single military department responsibility 
for procurement, distribution, including depot storage and issue, and mainte- 
nance of common categories of supply. The Medical and Dental Category shall 
have first priority of this type of study. The Munitions Board staff will prepare 
for Munitions Board approval a program for additional studies beyond this 
category. 

II. OBJECTIVES 


The objectives of the Supply Systems Study Project will be to develop policies, 
standards, and procedures: 

a. To promote the maximum military effectiveness throughout the Department 
of Defense in the field of matériel logistics. 

b. To promote economy and efficiency throughout the Department of Defense 
in the field of matériel logistics. 

ec. To promote the maximum practicable comparability for budget develop- 
ment in the field of matériel logistics. 


III. ORGANIZATION AND ADMINISTRATION 


Over-all responsibility for the Supply System Study Project is vested in the 
Munitions Board. Subject thereto, primary responsibility for the organization, 
direction, and control of the Supply Systems Study Project, including the selection 
of categories of matériel, is delegated to the Chairman of the Munitions Board, 
it being expressly understood that selection of categories to be studied shall be 
subject to approval of the Munitions Board. In exercising this responsibility the 
Chairman of the Munitions Board will obtain the advice of the Supply Manage- 
ment Advisory Council as to categories or areas to be studied, priorities for 
studies, target dates for completion, and quality and numbers of personnel to 
be employed. 

The Supply Systems Study Project will be headed by a Project Director who 
shall be appointed by the Chairman of the Munitions Board and who shall be 
responsible for the detailed planning, organization, and control of the Project 
work. The Project Director will be assisted by such Assistant Project Directors 
as are required, who shall be selected from personnel nominated by the Defense 
Management Committee, the Joint Chiefs of Staff, the Assistant Secretary of 
Defense (Comptroller), the military departments, and other appropriate Depart- 
ment of Defense agencies. 

The Vice Chairman for Supply Management is authorized to call upon the 
military departments for information, technical advice, and, after consultation 
with Supply Management Advisory Council, the detail of personnel to assist 
in the Supply Systems Study Project. Personnel may be requested for temporary, 
full-time detail to form work groups or for part-time consultation. Such person- 
nel must be acceptable to the Vice Chairman for Supply Management. Calls for 
departmental or agency personnel shall be kept to the minimum consistent with 
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the necessity for prompt and satisfactory results in accordance with target dates 
established. 

In the conduct of the Project work the fullest practicable use shall be made of 
factual information and data of all types which have been developed or are under 
development within the Department of Defense and its agencies, the Congress, 
research and educational institutions or industry, in order that duplication and 
overlapping or repetition of effort may be avoided. 





Exutsit 4D 
29 December 1951 
Number 250.11-4 


DEPARTMENT OF DEFENSE DIRECTIVE, WASHINGTON 25, D. C. 


Title: Supply Management. 

Subtitle: Matériel Control. 

Number: 250.11-—4, Medical Supply Support Test. 

Reference (a) DOD Directive 250.01-1, dated 17 July 1951. 
Reference (b) DOD Directive 250.11-02, dated 9 August 1951. 

1. Reference (a) provided that priority would be given by the Munitions Board 
to the feasibility of assigning to a single military department the responsibility 
for procurement, distribution, and depot maintenance of common items of supply 
and equipment, and that medical supply items would be the first category to be 
studied. Reference (b) established a Department of Defense Supply Systems 
Study Project which is responsible for the implementation of reference (a). The 
purpose of this directive is to further implement these above-cited directives. 

2. A Medical Supply Support Test, encompassing the supply areas of depot 
procurement, distribution and depot maintenance, will be conducted according 
to general plans developed by the Munitions Board. The Chairman of the Muni- 
tions Board is assigned primary responsibility for the direction and control of 
the Test. 

3. General conditions governing the Medical Supply Support Test: 

a. The Test will be conducted by the Department of the Army in the Sixth 
Army Area. 

b. The Army Medical Depot, Alameda, California, will assume, in addition to 
its current mission, the logistic responsibility for depot procurement, distribution 
and depot maintenance of medical and dental supplies and equipment, for all 
activities of the U. S. Navy, including shore, fleet, and overseas activities, cur- 
rently receiving medical supply support from the Naval Medical Supply Depot, 
Oakland, California. 

c. The duration of the Test will be approximately six months. An extension 
of this period is authorized if developments indicate necessity or desirability. 

d. Under no circumstances will any portion of this test be allowed to interfere, 
delay or otherwise reduce the quality or quantity of medical supply support to 
the Far East Command; any portion or all of the Test will be cancelled immedi- 
ately if such interference occurs, and the Commander-in-Chief, Far East, will be 
a determining influence in such decision. 

e. Responsibility for the general planning required prior to the commencement 
of Test operations is assigned to the Medical and Dental Group, Munitions Board 
Supply Systems Study Project. This Group will be assisted as required by the 
three military departments and staff agencies of the Department of Defense. 
Detailed planning required for the actual Test operations will be based on the 
general plans established by the Medical and Dental Group, and will be the 
responsibility of the Department of the Army, assisted by the Departments of 
the Navy and Air Force. 

f. Plans developed will provide for: 

(1) Maintenance of comparable records for measuring the cost and effec- 
tiveness of operations ; 

(2) Observation of the principle of separate stock ownership and issue 
control ; 

(3) Utilization, where applicable, of the policies governing medical supply 
operations as presented in DOD Memo, dated 22 November 1950, subject: 
“Policies governing Medical Supply Operations” ; 

(4) Submission of the necessary reports. 

J.D. SMALL, 
Chairman, Munitions Board. 
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Exurisir 4E 
21 April 1952 
Number 250.11-5 


DEPARTMENT OF DEFENSE DiRECTIVE, WASHINGTON 25, D. C. 


Title: Supply Management. 

Subtitle: Matériel Control. 

Number : 250.11—5 Duration of Medical Supply Support Test 

Reference (a) Directive 250.114, Medical Supply Support Test, 29 December 
1951. 

1. Reference (a) directed the Department of the Army to conduct a Medical 
Supply Support Test in the Sixth Army Area under the direction and control of 
The Chairman of the Munitions Board. The purpose of this directive is to 
delineate the calendar period for the Test. 

2. The Test was placed in full operation on 1 March 1952 and it will continue 
for the six months’ period ending 31 August 1952 in accordance with the direc- 
tions and general conditions contained in reference (a). 

J. D. SMALL, 
Chairman, Munitions Board 


APPENDIx 54 


Storage and issue personnel, inventory and space occupied (fiscal year 1948), as 
reported by Air Force, Army, and Navy through the Munitions Board 











| Military personnel | Civilian personnel Steveen 
National! Military Establishment Volume of Spaces 
Num- Total Num- Total inventory (square 
ber sularies ber salaries set 
Air Force: Air Matériel Com- 
mand (Air matériel areas and 
specialized depots 229 $940, 420 | 18,023 $43,788,131 | $8, 043, 072, 272 39, 060, 000 
Total 18, 252 | 44, 728, 551 8, 043, 072, 272 39, 060, 000 
Army 
General Staff 14 70, 000 19 57, 000 0 0 
Ordnance Department 115 451,260 | 12,308 32,014, 255 5, 443, 440,000 | 191, 233, 000 
Signal Corps 72 360, 000 3.174 6, 604, 744 631, 441, 000 6, 034, 000 
Quartermaster Corps 134 530, 496 3 | 15, 9R2, 470 1, 398, 430, 000 12, 408, 000 
Medical Department 31 OS, 766 1, 373, 077 72, 807, 000 3, O98, 000 
Corps of Engineers Q 53, 235 2. 504, 778 415, 978, 000 3, 161, 000 
Transportation Corps 116 638, 000 3,446 10, 510, 300 82, 211, 000 7, 694, 000 
Chemical Corps 317 558, 780 1, 640 4, 035, 514 96, 637, 000 11, 975, 000 
Adjutant General 179. 000 
General depots 62. 424. 000 
SOS 2, 760, 537 | 29,475 | 73, O82, 108 8, 140,944,000 298. 206. 000 
Total 30,283 | 75, 842, 645 8, 140,944,000 298, 206, 000 
Navv 
Chief of Naval Operations s 38, 496 15 44,925 |153, 267,316 
Executive Offices of Secretary 12 57, 744 s 23, 960 (2) od 
Bureau of Ordnance 105 344, 220 2, 441 7, 034, 245 4, 591, 372, 000 26, 086, 323 
Bureau of Medicine 114 548, 568 612 1, 832, 940 54, 637, 277 773, 623 
Bureau of Supplies and 
Accounts 1, 961 6, 513,372 | 41,702 106,012, 990 2, 977, 689, 383 81, 526, 540 
Bureau of Ships 919, 824, 261 
Bureau of Yards and Docks 3 104, 000, 000 
Bureau of Aeronautics 3 ‘ 1, 091, 279, 866 
Bureau of Personnel 3 12. 167. 608 
Marine Corps bie 2, 669 7, 723, 215 4,971 | 12, 656, 909 690, 535, 675 
4,869 | 15,225,615 | 49,749 127,605,969 10, 594,773,386 | 192, 245. 411 
Total - 54,618 142, 831, 584 10, 594, 773, 386 192, 245, 411 
Military grand total 5, 906 | 18,926,572 | 97,247 244,476, 208 | 26,778, 789,658 | 529,511,411 


103, 153 263,402,780 | 26,778,789,658 | 529,511. 111 
* From the Hoover Commission Task Force Report on the Federal Supply System. 
! Part is attributable to activity for Air Force 


? Figure ($153,267,316) given for Chief Naval Operations also represents Executive Offices of the Secretary 
3 Personnel assigned to Bureau of Supplies and Accounts serve these Bureaus 
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Mr. Bonner. There is one question you didn’t answer. I don’t 
know whether you can or not, but it would just give some “horse- 
back” opinion of the savings that would be accomplished under this 
O’Mahoney amendment and what it would be productive toward 
saving. 

Mr. McNem. Sir, I can’t put a dollar figure on that. 

Mr. Bonner. Would it be millions? 

Mr. McNet.. Even a “horseback” guess isn’t worth much. 

Mr. Bonner. Do you have any idea, or would there be a savings? 

Mr. McNem. Yes; but this provision 

Mr. Bonner. Suppose you think it over a day or two and send us 
down something for this record. 

Mr. McNett. All right, sir, but I would like to add this for the 
moment: This provision alone, and even regulations issued under it, 
will not in itself do the job. 

You have to get into the heart of these machines and correct the 
basic problems. By that I mean if you have the regulations, the 
concept, and the pattern right, and then get the financial structure, 
the analysis, and review of requirements right, some way to know 
where your troubles are, then substantial savings can result from this 
action. 

Mr. Bonner. I want to ask you one other thing: Will your office 
overshadow the Munitions Board under the O’Mahoney amendment ? 

Mr. McNet. Will it, sir? 

Mr. Bonner. Yes, sir. 

Mr. McNetn. No; I don’t see that it involves any change, because 
there isn’t anything here that would be required of us now that we 
are not doing at the very moment. We are operating under title IV 
of the amendments to the National Security Act. 

Mr. Bonner. All right, sir. 

(Statistics as to savings effected by the O’Mahoney amendment are 
as follows:) 

With reference to possible sayings through implementation of the O'Mahoney 
amendment, no forecast of substance is practicable at this time. In the months 
immediately ahead extensive work will be under way on the 1954 budget for the 
Department of Defense. In the analysis and review of the budget, the effect 
of these regulations will be taken into account, and in the conclusion of the 
examination it may be possible to provide some estimate of the effect. 





Mr. Brownson. Mr. Secretary, you were going to discuss with us 
the matter of the corporation structures that had been created within 
the Department of Defense. 

Mr. McNett. The largest corporation operating at the moment is 
the Military Sea Transportation Service. 

Up until 2 years ago, as you probably know, there was the Navy 
Transportation Service and the Army Transportation Service. Long 
discussions took place before action was taken, but putting them to- 
gether administratively would not have solved the problem alone, 
because if you had given that to the Navy to operate and said, “You 
carry the freight free for the Army and the Air Force,” the whole 
machine would have broken down in 1, 2, 3, 4, or 5 years, because the 
Navy would have gotten into the housekeeping problem, and the other 
service would have been riding free. 
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That is not the way to develop an efficient machine. All kinds of 
frictions develop, because if I was a smart Navy commander, and 
Navy freight was on the dock, I would pick it up first, and those are 
the things that develop friction that are at times so little considered 
when well-meaning directives for consolidation, and so forth, are 
issued. 

But by developing a corporate-type set-up so that the financial 
burden, the personnel ceilings, or what-not, evolve upon the Navy, 
except to the extent that the Navy uses the services, then you provide 
a foundation by which this consolidated operation can live. 

Next, if you incorporate it so that emphasis is placed on costs, so 
that you just don’t hire people, and then look for things they can do, 
but rather operate strictly on a commercial-type basis, so that your 
voyage costs are known, real economy and efficiency is possible. I was 
just checking today because the MSTS has been a fascinating opera- 
tion, with real progress made. 

First, the corporation has met every requirement in Korea. It 
hasn’t left cargo on the dock, and military requirements is the first 
test of such an operation. 

Last year, 1951, the waiting time, the delay time, demurrage, if you 
want to call it that, wasn’t being charged, but if it had been it would 
have a value of $50 million, and that is waste. This year, with many 
more ships operating, it will be less than $10 million for the year. 

[t is not perfect yet, but the scheduling done by Army, Navy, and 
Air Force today as to what is going to move out of west coast points 
has never been as good in history. 

Mr. Brownson. Are you charging demurrage this vear ? 

Mr. McNetn. The schedules now call for delay charges of from 
$3,500 to $6,000 a day. 

Mr. Brownson. That explains part of the economy ¢ 

Mr. McNeru. Yes, sir. None of us want to pay for demurrage or 
delay time. Last year it cost 2.94 cents a mile to haul a passenger. 

As a result of watching costs and the development of a competitive 
spirit costs this year are running only 1.76 cents a mile, in spite of 
the fact that there have been wage increases, fuel increases, repair 
cost increases. That is what is happening when every skipper watches 
his voyage costs. 

Admiral Callaghan is doing, I think, a truly magnificent job in man- 
aging this operation. He wants to get his costs down to 1.7 and 1.65. 
That is the objective in making this operation successful. 

Mr. Brownson. It is a wonderful record. Maybe we had better 
incorporate the Air Force. 

Mr. McNetu. Well, we have got a long way to go. Now as to cargo— 
in 1951 the cost was 5.36 mills per measurement ton-mile. This year 
it is running 3.93 mills per measurement ton-mile.* That is what I 
call getting into the heart of this problem and really saving some 
money. 

Mr. Bonner. Mr. Lovett said that Military Sea Transport Service 
saves $90 million per year. Last year all costs—I will ask you—were 
they included in this figure? 

Mr. McNet. Yes sir; except for the capital value of the ships. 

Mr. Bonner. For the record, may we have a balance sheet showing 
this? 
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Mr. McNet. Yes, sir. 
(The document above-referred to is as follows :) 


| . 1952 (through 
- — 
| 1951 (fiscal year) | Apr. 30, 1952) 


} 


Passengers 
Lift in miles 3, 839, 000, 000 5, 730, 000, 000 
Passenger costs $113, 111, 000 $101, 200, 000 
Cost per passenger-mile 2. 94 cents 1. 76 cents 
Cargo 
Lift in measurement ton-miles 57, 700, 000, 000 &3, 000, 000, 000 
Cargo costs $309, 000, 000 $326, 400, 000 
i 5.36 mills 3.93 mills 


Cost per measurement ton-mile 


Mr. Bonner. When this MSTS was brought together, there was 
about $15 million worth of parts and fixtures supphed at Marietta. 
Has that been utilized ? 

Mr. McNew. Some at Marietta, some in New York, some on the 
West Coast. 

Mr. Bonner. Then the Maritime had large warehouse stocks for 
those vessels and we found out that certain parts were being tooled 
that were in Maritime stock. I wonder if that has been corrected. 

Mr. McNet. In part, sir, but all of those stores have not been picked 
up by MSTS. MSTS has gone through, I won't say part by part, but 
they have gone through the inventory and have tried to select every 
part that they think they want to keep in storage. There were many 
of those parts that were not identifiable for use in the type of equip- 
ment operated by MS STS. 

The minute the operators in MSTS start watching voyage costs they 
don’t want to pick up anything that is going to lie there and not be 
used. They want their inventory to be a livi ing thing and they are re- 
luctant to take up anything that is in a “string saving” category. 
There are a number of these “corporations” started, and every one 
of them as fast as we can get it underway—— 

Mr. Bonner. How is the coffee operation getting along / 

Mr. McNew. The coffee operation has not been transferred to in- 
dustrial funds as yet, but the study is about ready, sir. 

Mr. Bonner. Do you have Navy coffee, Army coffee, and Marine 
Corps coffee? I am just wondering about the different deliveries or 
whether it has been combined. 

This subcommittee has looked at these various coffe mills. We plan 
to go out to California, San Francisco and Oakland. We understand 
there are mills there, one of the largest coffee-importing areas in the 
country, and we are wondering why with the coffee industry so vast 
in that particular area, whether private industry couldn’t furnish this 
coffee cheaper than it is now being produced. 

Mr. McNeww. We don’t know at the moment. (See exhibit 5, p. 184.) 
This problem has come up and I discussed it at the time the basie 
authority was given to put our activities on a business basis. 

At that time I told the Congress there was no intention of estab- 
lishing new business enterprises in competition with private business, 
that I hoped to take only those things which were now going on in 
departments, try to put them on a business basis, try to get bills out 
so that there were no appropriations subsidies. By getting bills out 
which represented actual costs, then for the first time we can measure 
“are they costly?” If it is costly, then it is simple to discontinue, but 
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it is quite difficult to take an activity when you don’t know what its 
end-product cost is, per pound, as in coffee, and to go to Brooklyn and 
say, “We want toclose it.” It is awfully difficult. 

If Maxwell House or Hills Bros. or somebody else knew we were 
being billed 73 cents when they could deliver it for 65 cents, we would 
have difficulty in keeping such an operation in being. You have got 
to get a bill, so much per pound, first. 

Mr. Curris. Now the Army, when we were looking at one of their 
coffee mills, they gave us a cost estimate that did not include any- 
thing like rent, light, depreciation of buildings, amortization, ma- 
chinery, nor anything like that. 

I presume that this will be a realistic cost analysis that you are 
going to set up. I am just wondering on things like your MSTS, 
for example, you were saying that you did not have the capitaliza 
tion of your ships in that, which I presume means you don’t include 
depreciation costs. 

Mr. McNein. Except statistically. 

Mr. Curtis. You do do that statistically for your own information ‘ 

Mr. McNe. Yes, sir; we handle it in a manner similar to private 
operators who are using Maritime vessels and similar to Fairchild 
Aircraft Co. in Hagerstown, who operate a Government-owned plant. 

Mr. Curtis. I am not in favor of these Government-owned plants, 
where they aren’t set up on that basis, because you don’t have a fair 
basis of judging it. 

In our full committee, for example, we have gone into this situa- 
tion of Government-owned plants and we don’t like it, frankly. 

We hoped the Government would get out of owning plants, and get 
out of business wherever it can, because we think it will be cheaper 
actually, a cheaper method of operating. 

Mr. Bonner. As I understand it, Mr. Secretary, you are making 
a study of this coffee / 

Mr. McNew. Yes; we want to know that there is no money going 
in there except what is being billed for the product shipped out. 
Then for the first time we will know what we are paying for the 
coffee roasting operation. 

Mr. Curtis. Will you include military salaries of the people that 
are in that operation ? 

That was something that irked me quite a bit when a member down 
at the Atlanta depot, a colonel, who is proud of his cost analysis, 
devoting his entire time to this, I asked him whether or not his salary 
was included and he said, “No; the Army has to pay him anyway.” 
That was certainly not a very realistic approach to the cost of that 
particular industrial operation. 

Mr. McNett. That is correct, sir. Now, in the balance sheet you 
have there, the financial report, there are no military in that opera- 
tion at all. 

Mr. Curtis. You mean no one is working in that / 

Mr. McNei. Not even the supervisory force. 

Mr. Curtis. In other words, civilian employees? 

Mr. McNew. In the case of the navy yard at Philadelphia, I be- 
lieve Lam correct, there are about 130 military personnel there. 

A part of the 130 would be there if that were a private plant, just 
as there are some military personnel at Newport News Shipbuilding 
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& Dry Dock Co. at the moment, but about half of those people have 
some kind of a management or command job. 

So far we have only had one navy yard, that is Philadelphia, started 
April 1, using this “corporate” idea so we can get better costs. We are 
showing that, let us call it below the line, and not charging as a cash 
transaction, but we do charge it in the statistical costs. It is a big job 
vetting one of these things running. 

You first have to identify the part of the yard that will be an indus- 
trial plant. Then you have to go in and establish a pricing policy, 
establish the whole thing as a corporate set-up, so to get it started and 
I am probably to blame for this—I haven’t yet striven for the perfec- 
tion of getting the 50 or 60 people included against an employment of 
perhaps 12,000. 

The main thing at this moment is to get this business principle ac- 
cepted and operating and as soon as possible to get all 10 yards on the 
same basis so one Is in competition with the other. Most of our 
people are competent. 

All we are doing is trying to give them a machine that they can 
operate, because they are good Americans, and a manager in Boston 
is not going to let the manager in New York operate cheaper than he 
can if he can help it. There has been no effective machinery in Gov- 
ernment to provide a real incentive for anybody to do a good cost job. 

Now what we are trying to do in printing plants is to make it 
possible to compare the billing prices. If the standard billing price at 
Ogden, Utah is $2.40—if San Antonio can do it for $2, if Washington 
can do it for $1.80, the manager in Ogden is going to get it to $1.80. 

Mr. Bonner. How do those prices compare with the Government 
Printing Office? 

Mr. McNet. They are about half. 

Mr. Bonner. I just want to ask one more question, Mr. Secretary. 
At present, isn’t property written off the books belaw depot levels ? 

Mr. McNrim. You say, is property written off the books below depot 
level ? 

Mr. Bonner. Yes; in the Army. 

Mr. McNett. Yes, sir; I would so consider it. 

Mr. Bonner. Your letter goes on to state: 

There is also some work under way * * * to account for property in both 
quantities and dollars at post, camp, and station levels in the Army, with pilot 
operations now in process. 

What progress has been made at the post, camp, and the station 
level ? 

Overseas we found that inventory levels were set there subject to 
approval of the Army. However, when pressed, staff officers admitted 
their recommended levels were generally approved since none had 
been disapproved, for years. The net effect. of this is that overseas 
they set their own inventory levels and estimates for appropriations 
are affected. 

Foreign procurement for service support is based on these estimates 
at- depot levels with safety factors or cushions untouched. What is 
your comment on this? 

Mr. McNetu. I think there is some substance to that, sit 

As to your first part, the progress has not to my mind been satis- 
factory in getting the concept or actual implementation of property 
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accounting, dollar property accounting in the Army or in the Air 
Force. 

I am not critical of any particular individual in saying that, because 
there are a number of capable people working their hearts out 
trying to get it done—now, one would think that perhaps if you got a 
few accountants, and so forth, that you would solve your problem. 
Well, you need accountants, you need them badly, but we need a lot 
more than just accounting here because we have to develop this 
operation so that when we get the job finished, someone can come from 
sea duty and sit at a desk, someone can come from field duty in com- 
mand of a regiment or an air wing and understand the machinery he 
has to operate. 

Therefore, it is not a complete solution just to get a double-entry 
set of books which happen to balance. It has to be developed so that 
it means something to the person that has to run it. 

Now, Mr. Bendetsen, Under Secretary of the Army, has probably 
spent 25 to 30 percent of his time every day and night trying to get 
this thing done, and trying to find a few people with qualifications to 
accomplish the: task. 

Yesterday he had a group of competent accounting personnel in 
from industry trying to help get on with this job, so it is not a lack of 
wanting to get on with the job but how you can mobilize the people 
who can understand and grasp what you have to do to get it done. 

Mr. Bonner. Mr. Secretary, this committee certainly appreciates 
your splendid cooperation and your patience with us. 

There are a lot of additional questions that we are desirous of asking 
and having answered, but on account of the lateness of the hour, and 
I know of your full days, we will adjourn now, expressing our ap- 
preciation to you, and hope we will have the opportunity of having 
you back at some other time. 

(Whereupon, at 11:10 p. m., the subcommittee adjourned.) 

(The following was later submitted for the record :) 


ExHIsitT 1 


THE SECRETARY OF DEFENSE, 
Washington, August 1, 1952. 
Hon. HERBERT C. BONNER, 
Chairman, Inter-Governmental Relations Subcommittee 
Committee on Government Operations, House of Representatives 

DEAR MR. CHAIRMAN: I thought you might be interested in the new Munitions 
Board charter which has just been put into effect, and so enclose a copy. The 
important changes which have been made are: 

1, The Chairman of the Munitions Board is given “the power of decision upon 
all matters falling within the jurisdiction of the Board,” subject, however, to the 
authority of the Secretary of Defense. 

2. The jurisdiction of the Board is broadened to include the power to “establish 


Department of Defense policies, plans, and programs in the broad fields of pro- 
duction, procurement, distribution, real property, and construction,” to insure 
effective implementation of these policies, plans, and programs, and to “take all 
action necessary or appropriate to insure that the procedures, methods, and 
practices of the military departments are in compliance therewith.” 

The new charter is the result of a good deal of study. We hope it will facilitate 
increased efficiency in the conduct of supply activities within the Department of 
Defense. 

Very sincerely yours, 
Ropert A. Lovett. 
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ExHIsit 2 
DEPARTMENT OF DEFENSE DIrec TIVE 
Subject : Munitions Board Charter. 


I. AUTHORITY AND PURPOSE 


This directive is issued pursuant to the authority vested in the Secretary of 
Defense by the National Security Act of 1947, as amended, in order mere fully 
to define the authority and duties of the Munitions Board (hereinafter called 
the “Board’’), established by Section 213 of said Act, and to define the relation- 
ships of the Board with the military departments and other agencies of the 
Department of Defense, and more fully to define the authority and duties of 
the Chairman of the Board. 


Il. DIRECTIVE RESCINDED 


The directive of 3 November 1949 entitled “Munitions Board Charter,” as 
amended by the directive dated 13 September 1950, is hereby rescinded. All 
other directives of the Secretary of Defense addressed to or relating to the 
Board or its Chairman shall remain in effect until specifically modified or 
rescinded by the Secretary of Defense. 


Ill MEMBERSHIP 


The Board shall be composed of a civilian Chairman, appointed by the Presi- 
dent, who shall be the head thereof, and an Under or Assistant Secretary from 
each of the military departments to be designated by the Secretary of each de- 
partment. The Secretary of each of the military departments shall also desig- 
hate an alternate who shall be an Under Secretary or an Assistant Secretary 
of the department, and who, in the absence of his principal, shall act in his 
stead with powers of his principal. The Chairman, with the approval of the 
Secretary of Defense, may designate a Vice Chairman, who shall, in the ab- 
sence or disability of the Chairman, act for and exercise the powers of the 
Chairman. In the absence of the duly appointed Chairman and Vice Chairman, 
the Secretary of Defense will designate a Board member to act as Chairman. 


I\ AUTHORITY 


A. Authority of the Chairman 

1. The Chairman of the Board shall be the head thereof and shall, subject 
to the authority of the Secretary of Defense, have the power of decision upon 
all matters falling within the jurisdiction of the Board. He shall be the prin- 
cipal advisor and assistant to the Secretary of Defense in supply management 
and industrial matters. 

2. The Chairman of the Board is further authorized to 

a. Take action on any matters which, because of the exigencies of time, 
do not permit formal Board action. 

b. Perform all detailed actions necessary to discharge the Board’s duties. 

ce. Perform all duties which have been or may be assigned specifically 
to the Chairman individually by the Secretary of Defense. 

d. Perform, without being relieved of his responsibility therefor, any of 
his duties through or with the aid of such members or officials of the Board 
as the Chairman may designate. 

e. Establish, in accordance with policies prescribed by the Secretary of 
Defense, such continuing or temporary committees, councils, or agencies 
as may be necessary to conduct studies, assemble information, make recom- 
mendations, and otherwise assist in the carrying out of the responsibilities 
of the Board under his authority, direction and control. 

f. Issue directives in the name of the Board or in the name of the Secretary 
of Defense as may be appropriate. 

g. Prepare, with the advice and assistance of the staff, policies, plans, and 
programs for presentation to the Board. 

h. Represent or arrange for representation of the Department of Defense 
before and with other governmental departments and agencies on all matters 
for which the Board or the Chairman has responsibilities under provisions 
of this directive. 
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i. Make appropriate recommendations to the Secretary of Detense for 
improvement in supply management and industrial matters. 


B. Authority of the Board 

Within its jurisdiction, as defined in the National Security Act of 1947, as 
amended, and as further defined in this directive, or as may be further directed 
by the Secretary of Defense, the Board shall be the principal agency of the 
Secretary of Defense responsible for performing the duties set forth in Section V 
below. 
C. Appeal from Decisions 

With respect to any decision by the Chairman on a matter within the juris- 
diction of the Board with which any other member does not agree, any such 
dissenting member may initiate, for submission by the Secretary of the depart- 
ment represented by the member in question, an appeal therefrom to the Secre- 
tary of Defense. Prior notification of any such action shall be given to the 
Chairman and other members of the Board. 


V. DUTIES OF THE BOARD 


Subject to the authority and direction of the Secretary of Defense, and in 
support of strategic and logistic plans, and in consonance with strategic and 
logistic guidance provided by the Joint Chiefs of Staff, the Board shall: 

1. Perform those duties prescribed in Section 213 (c) of the National Security 
Act of 1947, as amended (subject, however, to the Secretary of Defense memo- 
randum of April 13, 1951, addressed to the Secretaries of the military depart- 
ments and others transferring to the Assistant Secretary (Manpower & Per- 
sonnel) those functions of the Munitions Board which relate to manpower, 
industrial relations, and labor supply); the Strategic and Critical Materials 
Stock Piling Act (Public Law 520, 79th Congress); the National Industrial 
Reserve Act of 1948 (Public Law 883, SOth Congress) ; and any other applicable 
statute. 

2. Establish Department of Defense policies, plans, and programs in the broad 
fields of production, procurement, distribution, real property, and construction. 

3. Insure effective implementation of Department of Defense policies, plans, 
and programs established by the Board, and take all action necessary or appro- 
priate to insure that the procedures, methods, and practices of the military 
departments are in compliance therewith. 

4. Perform such other duties as have been or may from time to time be pre- 
scribed by law or by the Secretary of Defense. 


VI. ADMINISTRATION 


1. The Secretary of Defense will provide the Chairman with such personnel, 
facilities, and other administrative services as he from time to time determines 
are required by the Chairman for the performance of the Chairman's and the 
Board’s duties. Military personnel acceptable to the Chairman of the Board 
shall be provided by each of the three military departments in accordance with 
the needs of the Chairman as approved by the Secretary of Defense. Military 
personnel so assigned to the Board shall, during their tours of duty with the 
Board, be responsible to the Chairman of the Board rather than to their own 
department with respect to performance of duty, and their efficiency ratings shall 
be determined by him. 

2. Subject to the general approval of the Secretary of Defense, the internal 
organization and staffing of the Board and its rules of procedure shall be as 
prescribed by the Chairman of the Board. The staff of the Board shall be 
responsible to and shall function under the direction of the Chairman. 

3. The Chairman shall keep the Board currently advised of the actions of 
the Chairman and the staff. 

4. The Board shall meet at the call of the Chairman, or at such times as it 
may fix, and the presence of three members, or their duly designated alternates, 
shall constitute a quorum. 

VII. RELATIONSHIPS 


1. The Chairman and the Board are each authorized to obtain whatever in- 
formation may be required from, and to communicate directly and expeditiously 
with, other agencies of the Secretary of Defense and the military departments 
and appropriate subdivisions thereof concerning any matter within its juris- 
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diction and in which there exists a mutual interest or responsibility, keeping 
the Secretaries of the military departments appropriately informed. 

2. The Chairman of the Board shall coordinate its efforts with all agencies 
within and outside the Department of Defense which have a mutual interest or 
responsibility with respect to any of its programs, and will determine what 
formal concurrences, if any, are required. 

RoseRT A. LOVETT, 
Secretary of Defense. 


ExHIBit 3 


DEPARTMENT OF DEFENSE DIRECTIVE NUMBER 4000.8, 5 SEPTEMBER 1952 
Subject: Military Supply System Regulations 
I. PURPOSE 


The purpose of this directive is to establish basic regulations designed to 
achieve an efficient and practical operation of an integrated supply system 
(including procurement, production, warehousing, and distribution of supplies 
and equipment, and related supply functions) to meet the needs of the military 
departments, without duplicating or overlapping of either operations or functions, 
in accordance with the provisions of Section 638 of the Department of Defense 


Appropriations Act, 1953. 
II. SCOPE AND APPLICABILITY OF THE REGULATIONS 


On and after 8 September 1952, no officer or agency in or under the Department 
of Defense shall obligate any funds for procurement, production, warehousing, 
distribution of supplies or equipment or related supply management functions, 
except in accordance with these regulations and further directives issued by the 
Secretary of Defense or an officer of his office under the title of “Military Supply 
System Regulations.” (See Section IV of this directive for method of effecting 
changes in existing regulations, procedures and instructions and for interim 
effectiveness of existing regulations, directives, procedures, and instructions 
until changed.) 


Ill, GENERAL PRINCIPLES GOVERNING MILITARY SUPPLY SYSTEM REGULATIONS 


In order to accomplish the purpose set forth in Section I above, the following 
principles are hereby established from which deviations may be permitted only 
by the officers of the Office of the Secretary of Defense charged with implementa- 


tion of these regulations. 


A. Procurement 

1. Procurement will be in accordance with procedures which include timely 
submission of consolidated requirements, the phasing of requirements, market 
analyses, phased placement of orders, and phased delivery schedules. 

2. Procurement procedures shall continue to be improved by such considera- 
tions as: efforts to reduce contract preparation time; maximum use of definitive 
contracts; simplification and standardization of contract forms and accounting 
procedures within and between military departments; improving the process of 
negotiation through standardizing procedures and instructions; and proper use 
of formal advertising and negotiation in the placement of contracts. 

3. Purchasing shall be done on the basis of close, accurate, and definite pricing to 
the greatest extent possible at the time of negotiation of contracts, in order to 
reduce the necessity for price redetermination and refunds under renegotiation. 
Price redetermination provisions sha!! generally provide for downward adjust- 
ments only. When upward price redetermination provisions are used, a reason- 
able ceiling shall be included therein and the obligation set up shall reflect the 
ceiling price. 

4. Price redetermination shall be conducted within the time period specified 
in contracts, and contracts shall be promptly modified to reflect resulting revi- 
sions, in order to facilitate close pricing, to provide firm price information, and 
to avoid possible conflict with statutory renegotiation proceedings. 

5. Single procurement in the form of single department, joint agency, or plant 
cognizance shall be effected whenever it will result in net advantages to the 
Department of Defense as a whole, except insofar as it can be demonstrated 
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that such procurement will adversely affect military operations. This principle 
will also apply to procurement from all government-owned plants, whether 
operated by the government or a contractor. 

6. In order to eliminate unnecessary handling, warehousing, and transporta- 
tion, direct deliveries from suppliers to points-of-use shall be made to the 
maximum extent possible, except in those specific cases where it can be demon- 
strated that there would be no net advantage to the Department of Defense as 
a whole. 

B. Commercial and industrial-type facilities 

1. Commercial and industrial-type facilities (including, among others, ware- 
houses, motor-repair shops, bakeries, and laundries) operated by each of the 
military departments shall be made available to the maximum extent for the 
use of any of the military departments. Existing commercial and industrial-type 
facilities shall be surveyed to determine the need for their continued operation 
and retention. Such facilities will not be continued in operation where the 
required needs can be effectively and economically served by existing facilities of 
any department or where private commercial facilities are available, except to 
the extent that such private commercial facilities are not reasonably available 
or their use will be demonstrably more expensive or except where the operation 
of such facilities is essential for training purposes. No facilities, not in operation, 
shall be retained unless necessary for mobilization reserve. Cost accounting 
methods will be employed to assist in formulation of decisions concerning cross 
servicing, establishment, or continuance of such activities in or under the Depart- 
ment of Defense. 

2. Additional facilities of these types shail not be established or acquired by 
a military department unless the required needs cannot be effectively served by 
existing facilities of all of the departments or by private commercial! facilities. 
Except in a zone of action (e. g., Korea), no such additional facilities shall be 
established or acquired without prior approval of the Secretary of Defense. 


C. Distribution 

1. Within each military service (Army, Navy, Marine Corps and Air Force) 
there shall be established and maintained but one single supply and inventory 
control point for each specified category of items. The translation of established 
stock levels into quantitative terms and the determination of requirements will 
be achieved by the appropriate supply control point based upon information 
available to the contro! point, including accurate, timely, and complete reports 
from its supported activities. 
2. As a minimum, all supply accounting at depot, post, camp, station, base and 


; 


installation levels will be developed to achieve integration and uniformity on a 
quantitative and monetary basis, except for supplies and property with troop 
units and afloat, where periodic quantitative inventories only will be required 
(In-transit stocks, government-owned stocks in hands of contractors or govern 
ment industrial facilities, and stocks aboard supply ships and tenders will be 
considered as part of aggregate depot, post, camp, station, base and installation 


stocks. ) 





4. Stock levels shall be established and maintained at the cable 
level. Such prescribed stock levels shal! be uniform between n ‘tments 


ll be established in ail areas 


where similar conditions exist. Effective controls wi 
and at all levels to insure compliance with approved stock levels, 

f, Within unified commands, unified logistic arrangements for overseas thea 
tres will be further developed. 

5. Each category of common-use standard-stock items will be procured, ware- 
housed, and distributed by not more than one agency within each military 
service (Army, Navy, Marine Corps and Air Force) (The term “common-use 
standard-stock items” as used in these regulations includes items similar in 
character used by two or more departments or subdivisions thereof for the same 
or closely related purpose. Examples of such items or categories of items are: 
subsistence, medical and dental supplies, lumber, hardware, fuels and lubricants, 
household and ofiice type furniture and material, general housekeeping material, 
individual clothing and equipment, and vehicular spare parts. ) 

6. Stocks of common-use standard-stock items will be financed through Stock 
(revolving) Funds. Special attention shall immediately be given to all categories 
of common-use standard-stock items including those listed in 5 above. 

7. Integrated supply support for common-use standard-stock items will be de- 
veloped. In areas within the United States and overseas, supply support will be 
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accomplished by single-service assignment in which one department will support 
all others, or by cross-servicing in such areas in which supply support will be 
obtained by one department from the nearest or most economical source without 
regard to which department controls such source, unless it can be demonstrated 
that such support will adversely affect military operations or will not result in 
net advantages to the Department of Defense as a whole. 

DD, Cataloging and standardization 

1. The cataloging and standardization programs will be vigorously expedited 
in accordance with the provisions of Public Law 436, 82nd Congress. 

2. All supply items in the three military departments shall be described, identi- 
fied, classified, and numbered in accordance with a uniform method for all cate- 
gvories of material. 

3. The uniform catalog data for each specified category of material shall be 
utilized in all supply operations from requirements calculation to final disposal, 
by replacing existing data in accordance with prescribed schedules. 

4. The highest practicable degree of standardization of items shall be achieved 
through the development and use of single specifications, through the elimination 
of overlapping and duplicating item specifications, and through the reduction 
of the number of sizes, kinds, and types of generally similar items. Procedures 
shall be developed to require the use of applicable standard specifications by all 
procurement agencies, 

5. Duplication in the inspection of material procured by the military depart- 
ments will be eliminated by the coordination of inspection organizations and by 
the standardization of inspection formats. 

6. Packing, packaging. preservation and marking procedures in the three-mili 
tary departments will be made uniform, consistent with operational require- 
ments, and wherever practicable will parallel those used in industry. 

7. Commercial specifications and standards, when practical and economical, 
will be adopted and integrated in the military specifications and standard systems, 
FE Conservation 

1. The programs for renovation of economically reparable material will have 
as their objectives the maximum coordinated and timely utilization of such 
resources in lieu of new procurement. 

2. Supply discipline to encourage effective maintenance and preservation of 
equipment in use will be emphasized. Issue of materials from storage for train- 
ing and garrison purposes will be based upon maximum utilization of obsolescent 
and limited-life materials. 

3. Programs will be established to eliminate or reduce uses of strategic and 
critical materials. Within categories of materials, consideration shall be given 
not only to relative availability under current conditions but also under mobiliza- 
tion conditions; in the establishment of specifications and standards, including 
the use of alternate specifications and standards, less critical material of greater 
cost may be specified within reasonable price limitations. 


F. Utilization and disposal 

1. Programs will be established for the maximum utilization of property, in- 
cluding scrap, which will include continuous review of stocks to assure they are 
active, to determine which property is excess, to make maximum use of available 
storage space, and to minimize maintenance and storage costs. 

2. Programs for utilization or disposal of government material and property 
will provide for continuous screening to make available the excess property of 
any one department to meet the needs of others. In order that adequate infor 
mation may be available to other departments before bulk procurement is under- 
taken, an adequate and practicable reporting system will be established which 
will include reports to and from the appropriate supply control points of the 
existence of such excesses 

3. Programs for handling scrap material will provide for the segregation and 
identification of strategic and critical materials. 

G. Transportation and traffic management 

1. The management, control, routing, negotiation, and procurement of trans- 
portation services for the movement of persons and things shall be accomplished 
in accordance with traffic management policies designed to achieve and assure 
efficient and economical tratlic management. 

2. Transportation activities of the military departments in both current and 
mobilization planning aspects will be coordinated with those of the civilian 
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economy through the appropriate agencies within the Department of Defense 
and the civilian agencies. 


H. Production 

1. Production programs for the military departments shall be realistic, orderly, 
and scheduled to meet phased requirements. Such programs shall be developed 
on the basis of : the relative availabilities of facilities, materials, matériel, money 
and manpower; the relative availability of each item in relation to all other 
items which are essential to its employment; and the feasibility of programmed 
rates of acquisition. Once the approved active forces are raised and modernized 
and current operating stocks and mobilization reserves (not in excess of those 
provided in plans approved by the Secretary of Defense) are on hand, maximum 
feasible reliance will be placed on continuing expansible production rather than 
on the accumulation of reserve stocks of end items. Accordingly, the basic 
objective of the military procurement program will be to supply to the services 
the material and equipment required for the timely accomplishment of their 
respective missions. In doing so, procurement and delivery of all items must be 
scheduled in a carefully planned and balanced manner to meet the actual service 
needs. At all times the present and future productive capacity of industry must 
he given full consideration and plans must, among other things, provide for the 
maintenance of production lines, and wherever possible, when computing require- 
ments, take into account the rapid expansibility of these lines. 

2. In computing mobilization requirements and in planning for production 
during mobilization, Consideration shall be given to the availability of men, 
matériel, materials, and facilities (all expressed both in quantities and dollars), 
and the relative availability of each item to other items essential to its utiliza 
tion, and to the feasible rate of acquisition 

3. No funds shall be obligated for industrial mobilization activities except in 
full compliance with applicable legislation (currently Section 625, P. L. 434, 81st 
Congress, approved October 29, 1949). 

4. Current production programs will be integrated to the maximum extent prac- 
ticable with mobilization plans established under the “Production Allocation 
Program.” 

5. Relative urgencies between military programs and the system for deter 
mining them will be kept under continuous review. 

6. Maximum utilization will be made of reserves of machine tools and produ 
tion equipment before initiating procurement of such items. Machine tools 
should be procured to meet the requirements of current production and to estab 
lish tooled production lines with such mobilization capacity as may be approved 
by the Secretary of Defense. The highest priority is to be given to the require 
ments for current production needs, and the second priority is to the machine 
tool requirements for approved mobilization capacity. 

7. Industry shall be encouraged to expand productive capacity through private 
financing. 

8. Government expansion of facilities will be undertaken only after considera- 
tion of available capacity of privately owned and government-owned or operated 
facilities and when indicated by screened mobilization needs. 

I. Personnel and training 

1. Within each military department, a definitive program will be established 
for the recruitment and training of competent military and civilian personnel to 
serve in the areas of procurement, production, warehousing, and distribution of 
supplies and equipment, and related supply management functions. Rotation, 
promotion, and assignment policies within each military department will be 
adapted to assure the most effective use of trained personnel within these areas. 
J. Requirements review 

1. In each military department, there shall be established and maintained, 
responsible directly to the Secretary of the military department concerned, an 
office or agency charged with making an adequate and thorough audit and review 
of requirements for matériel, materials and facilities, including responsibility for 
monitoring the development of the systems and methods for computing such 
requirements. 

K. Supply system expansion prohibited 

1. Effective on and after September 8, 1952, until modified by a directive issued 

Shy the Secretary of Defense, and regardless of any prior interdepartmental agree- 
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ments, and without the necessity of any implementing directive described in 
paragraph IV 1 below, no additional independent or expanded supply facilities 
for common-use standard-stock items of supply shall be created without prior 
approval by the Secretary of Defense. 


IV. IMPLEMENTATION 


1. Many of the foregoing principles are wholly or partially implemented by 
outstanding directives issued by the Secretary of Defense or by an office or 
agency of the Office of the Secretary of Defense. Such directives shall become 
a part of the Military Supply System Regulations when certified as in conform- 
ance with these regulations by the Secretary of Defense or such officer of his 
office as he shall designate. Other principles will require implementation by 
new or amended directives. The Secretary of Defense will issue instructions to 
the appropriate officers of his office to proceed promptly with such implementation. 

2. The regulations, procedures and instructions of the military departments will 
be progressively and promptly altered to reflect the changes made by each im- 
plementing directive provided for in paragraph 1 above as follows: the Secre- 
taries of the military departments shall, as soon as may be after the issuance 
of each such directive, and in any event within the time specified in such directive, 
cause regulations, procedures and instructions issued by them or their subordi- 
nates relevant to the portion of these regulations being implemented by such 
directive, to be revised to incorporate the substance of said portion of these 
regulations as implemented by such directive, and shall promptly submit to the 
Secretary of Defense for approval such revision to regulations, procedures and 
instructions (other than those relating to particular transactions) issued by the 
head of any bureau, technical service (including for the Air Force, the Air Ma- 
tériel Command), or equivalent or higher authority. After making such changes, 
if any, in such revision as the Secretary of Defense or his designee may deem 
necessary to cause such revision to incorporate the substance of these regulations 
as aforesaid, the Secretary of Defense or his designee shall approve such revision 
and such revision shall become effective upon the effective date specified in such 
approval: and thereupon such revision shall become a part of the Military Supply 
System Regulations. 

3. Except as may be otherwise provided in any implementing directive pro- 
vided for in paragraph 1 above, all regulations, directives, procedures and in- 
structions of the Office of the Secretary of Defense and of the military depart- 
ments shall remain in full force and effect until changes therein become effective 
as provided above. 

4. Each officer of the Secretary of Defense responsible for taking action by 
way of implementation of these regulations shali maintain a record of major 
action taken by him. A similar record will be maintained by each military 
department. Monthly progress reports regarding the implementation of this 
directive and directives provided for in paragraph 1 above will be made to the 
Secretary of Defense by each such officer of the Office of the Secretary of Defense 
and by the Secretary of each military department beginning 30 days from the 
date of this directive. The reporting period will be changed to quarterly at a 
future date by a further directive of the Secretary of Defense. 

Ropert A, Lovett, Secretary of Defense. 


ExHtpsit 4 

DEPARTMENT OF DEFENSE DIRECTIVE NUMBER 4000.9, 5 SepTe MBER 1952 
Subject: Military Supply System Regulations 
I. PURPOSE 


The purpose of this directive is to provide for the allocation of responsibilities 
between the officers of the Office of the Secretary of Defense for the implementa- 
tion of the basic regulations issued by the Secretary of Defense pursuant to Sec- 
tion 688, Department of Defense Appropriation Act, 1953, in the form of Depart- 
ment of Defense Directive No. 4000.8 dated 5 September 1952 (hereinafter called 
the “Basic Regulations”). 


Sr. 





BO 
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II. SCOPE AND APPLICABILITY 


This directive assigns the following responsibilities, and delegates the corre- 
sponding authority, to the officers of the Office of the Secretary of Defense listed 
in paragraph III below: 

To certify as in conformity with the Basic Regulations such existing Office 
of the Secretary of Defense directives and regulations as in fact conform 
to the Basic Regulations ; 

To issue directives, regulations and instructions implementing the Basic 
Regulations ; 

To review regulations, procedures and instructions of the military depart- 
ments to ensure that they incorporate the substance of the Basic Regulations 
and implementing directives, to specify dates for the submission of revisions 
thereof, to approve and if necessary change such revisions, and to specify the 
effective dates of such revisions; 

To establish programs and time schedules for actions required to carry out 
the Basic Regulations and implementing directives ; 

To ensure coordination among the officers of the Office of the Secretary of 
Defense ; 

To report progress, and obstacles to progress, to the Secretary of Defene. 


Ill. ALLOCATION OF RESPONSIBILITY AND AUTHORITY 


The foregoing reponsibilities and authority with respect to the various portions 
of Section ITI of the Basic Regulations are hereby allocated as follows: 
Subsection A, entitled Procurement, to the Chairman of the Munitions 
Board. 
Subsection B, entitled Commercial and Industrial-type Facilities, 
Paragraph 1, to the Chairman of the Munitions Board. 
Paragraph 2, to the Director of Installations. 
Subsection C, entitled Distribution, 
Paragraphs 1, 3, 4, 5, and 7 to the Chairman of the Munitions Board. 
Paragraphs 2 and 6 to the Assistant Secretary of Defense (Comp- 
troller). 
Subsection D. entitled Cataloging and Standardization, to the Director of 
Supply Managament Agencies 
Subsection E, entitled Conservation, to the Chairman of the Munitions 
Board. 
Subsection F, entitled Utilization and Disposal, to the Chairman of the 
Munitions Board 
Subsection G, entitled Transportation and Traffic Management, 
Paragraph 1 to the Director of Military Traffic Service. 
Paragraph 2 to the Chairman of the Munitions Board. 
Subsection H, entitled Production, to the Chairman of the Munitions Board. 
Subsection I, entitled Personnel and Training, to the Assistant Secretary 
| of Defense (Manpower and Personnel). 
Subsection J, entitled Requirements Review, implementation of this sub- 
section is reserved to the Secretary of Defense. 
Subsection K, entitled Supply System Expansion Prohibition. Any relief 
from this subsection will be granted by the Secretary of Defense. 


IV. CERTAIN CONSIDERATIONS GOVERNING IMPLEMENTATION 


1. In implementing the Basic Regulations, consideration shall be given to the 
underlying general principle that the objective of any military supply system is 
to provide logistic support for combat operations. This principle means that the 
desire for peacetime economies shall not be permitted to impair combat effective- 
ness, but it does not mean that the principle may be used as an excuse to resist 
the adoption of economies which will not demonstrably impair combat effec- 
tiveness. 

2. It is obvious that the scope of the Basic Regulations is such that if imple- 
menting directives are issued too fast, or cover too much ground, the resulting 
workload on the military departments and on the Office of the Secretary of 
Defense will seriously interfere with current supply operations and will probably 
result in confusion. Accordingly, implementing directives will be issued only 
so fast, and will cover only so much ground, as will permit of adequate prepara- 
tion for and orderly execution of the implementation prescribed by such 
directives. 
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V. COORDINATION 


The officers of the Office of the Secretary of Defense named in Section IIT above 
shall coordinate their actions under this directive with other officers and agencies 
of the Office of the Secretary of Defense having directly related responsibilities. 
To that end each such named officer shall designate one individual on his staff 
who shall be primarily responsible for assuring such coordination. In particular, 
in view of the peculiar relationship between the computation of requirements and 
scheduling of production on the one hand the financing of and budgeting for such 
production on the other hand, the Chairman of the Munitions Board and the 
Assistant Secretary of Defense (Comptroller) shall maintain the closest possible 
coordination in carrying out the provisions of this directive, and shall recommend 
changes in existing directives and procedures which will facilitate the effective 
discharge of their mutual responsibilities. In cases where each of two officers 
has an important responsibility, the one designated in Section III above may 
transfer to the other his responsibility to issue directives or other responsibilities, 
to the extent acceptable to the other. It is desirable that directives which imple- 
ment the Basic Regulations shall not have wide variations in approach and in 
the use of language and shall present no unsolved legal problems. Accordingly, 
each such directive shall, before issuance, be submitted to the General Counsel, 
who shall promptly make such changes in form as may be necessary to eliminate 
any such wide variations, and proceed to resolve any legal problems. All officers 
of the Office of the Secretary of Defense shall bring to the attention of the Secre- 
tary without delay any area in which there is disagreement or operating difficulty 
or failure to coordinate. 

Roserr A. Lovett, Secretary of Defense. 


EXHIBIT 5 
ADDITIONAL TESTIMONY ON COFFEE ROASTING 
(Pp. 183-184 of Field Conferences on FSM) 


Mr. SHELLEY. I am still trying to get in my mind the answer to a question that 
has disturbed me for some time. I’m going to throw it right out here: Why does 
the Navy have to have its own coffee? Why do you have to run two coffee roast- 
ing and processing plants with the great number of commercial coffee roasters 
and manufacturers that we have in this country; particularly when these plants 
are in the same general locality where your naval plants are located here and 
back in my own community in the San Francisco Bay area? 

Admiral Fox. It is one of economy. 

Mr. SHELLEY. I will need more than that for an answer. 

Admiral Fox. Well, I don’t have the true cost figures with me. I think the 
answer is simply that there is no coffee roaster that will do it for anything ap- 
proaching the price that the Navy can do it for itself. 

Mr. SHELLEY. Can we have a cost study made of it? 

Admiral Epson. We have a cost study. 

Mr. SHELLEY. I might say that your cost study would just show your cost of 
the coffee to you here; your cost laid down here, I presume; your cost of roasting 
and packaging. I'd like to say that I think those figures, in my mind, require 
some study, and I’d like to see a follow-up through whatever organization does 
the purchasing. What facility they use; how much of an accrual and what com- 
petitive factors are involved in the thing. 

Admiral Fox. I would be very glad to get you the complete coffee score. 

(See exhibit 29, p. 421.) 

Mr. Warp. May I supplement your inquiry by asking if there has ever been 
an attempt to negotiate to try to get the price down to what the costs are that 
the military now have? 

Admiral Fox. I personally have not, and I will bring it out in a statement 
either affirmatively or negatively. 

Mr. SHELLEY. How long, Admiral, has the Navy been roasting its own coffee, 
approximately ? 

Adiniral Fox. To my knowledge, for more than the past 15 years. I’m sure 
that if there is any commercial cOmpany that would produce coffee as cheaply 
as we can, that we will be more than glad to close our coffee plant. 


x 








